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for the movement of employees from 
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A Banker’s Diary 


Mid-June—Mid-July 


ALTHOUGH the position during the concluding week of 
June was obscured by the usual preparations for the 
turn of the half-year, which until June 30 
The created a plethora of funds, there was 
Hr ae evidence at that time that fresh money 
was coming to the London market. It 
was generally believed that one source of this new money 
was New York, for the reduction in the Reserve Bank’s 
rediscount rate to 2} per cent. on June Ig, simply 
confirmed the fact that money rates in New York had 
fallen to an unremunerative level, while the contemporary 
improvement in sterling suggested that American funds 
were being diverted to London in search of employment. 
Probably the major portion of this money was invested 
in long-term securities, for the gilt-edged market 
developed strength at that time, but sufficient went, into 
the discount market to depress the three months’ bill 
rate from 2;%-} per cent., to which it had risen by 
June 19, to 2} per cent. by the end of the month. 




















THE pressure for money on June 30 proved to be more 
severe than many had anticipated, for one bank which 
previously had not been expected to call 

™ oe very heavily was faced with new demands 
siicoue for funds at the last moment, and so had to 
take a large quantity of money off the 
market. The result was that heavy borrowings at the 
Bank proved necessary on June 30, and some brokers 
found themselves in the Bank for nine days. During 
the first week of July, money was once more extremely 
easy, but when once the Bank had been repaid, the 
market found that it was not well supplied with funds, 
and discount rates consequently hardened to 23 per 
cent. By the middle of July, however, rates had again ; 
eased, this time to 2,5; per cent., the probable reason : 
being a shortage of bills. ; 
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MEANWHILE France has continued both to buy the 
week’s supply of Cape gold and to draw gold steadily 

from the Bank. Early in July, a London 
The French refiner raised his charge from $d. per ounce 
Witt dvals TOSS, first to 13d. and then to 1}d. This 

had the effect of lowering the export gold 
point of the French exchange to approximately Frs. 123-65, 
while pressure for francs from France, and the fact that 
the refiners can only deal with a limited quantity of gold 
each day drove the exchange down to Frs. 123°60, or 
well below the theoretical gold point. As a consequence 
of this, on July 15 the Cape gold was bought at the 
high price of 85s. 13d. per ounce. Although there has 
lately been a slight relaxation of the strain, it does not 
follow that French gold withdrawals are at an end, 
but with its proportion as high as 45 per cent., the Bank 
can well afford to ignore even substantial withdrawals. 
Moreover, the French have lately begun to take part of 
their gold from New York and Amsterdam, and this 
should ease the strain on London. MHence no change 
in monetary policy is called for in London. 


NEVERTHELESS, it is to be regretted that the world’s 
gold stocks are gradually being depleted in order to 
provide France with gold that she really 

| nthe ag does not need. To some extent the influx 
of gold into France arises from her favour- 

able trade balance, including therein invisible as well as 
visible items and also reparations receipts. A major 
factor, however, is the absence of an efficient money market 
in Paris. The effect of this is two-fold. On the one 
hand, the French banks have little money upon which 
they can call in Paris, and so have to meet demands upon 
them by drawing on their foreign balances, established 
at the time of the “ flight from the franc.”’ On the other 
hand, the Banque de France has no facilities for executing 
the normal open-market operations which elsewhere are 
an integral part of a central bank’s functions, and so all 
the francs paid over to them, in the form of revenue 
collections and other payments to the Government, 
disappear from the economic life of the country. The 
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result is a continued flow of funds from the foreign 
balances of the French banks into the Banque de France, 
and this inevitably takes the form of constant additions 
to the Banque de France’s gold stocks and note circula- 
tion. This artificial movement of gold is creating serious 
problems, both for France and also for the world at large, 
and the only remedy is the creation of an active money 
market in Paris, into which the Banque de France can 
pour its surplus and unwanted funds, and the re- 
establishment of Paris as a leading centre for the supply 
of long-term capital. It is true that the attainment of 
these objects will mean that Paris will become a 
competitor of London, both as a money and bill market, 
and as an issuer of international loans. Still, even 
allowing for this possibility, those who take the broad 
view are convinced that, on balance, London financial and 
British trading interests would gain far more than they 
would lose. 





THE Bank rate reductions in New York and Berlin in 
the middle of June, and the consequent diversion of 
short money to London, as being the more 

The Foreign remunerative centre, brought about a 
Exchanges general improvement in sterling which lasted 
until about July 10. Dollars, marks, and 

Dutch florins, all fell in value, and by the date mentioned, 
the dollar rate was as high as $4-863, marks as high as 
Mks. 20-394, and florins up to Fl. 12-10. The ground 
thus regained by the pound was not, however, held, for 
possibly owing to the weakening of London discount 
rates, a slight reaction followed. Movements of the 
French franc have already been discussed; its net 
appreciation during the period under review was from 
Frs. 123:79 to Frs. 123-60. Pesetas have remained 
erratic. At one time the rate rose as high as Ptas. 44-50, 
but the Spanish Cabinet then made an announcement to 
the effect that they were “‘ preparing the necessary steps 
to bring about stabilization,” and in spite of the vague 
character of this statement, the rate recovered to 
Ptas. 41°30. The Rio and Buenos Aires rates weakened, 
but in the Far East the Chinese rates rallied with the 
improvement in silver. 
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Imports during the first half of 1930 amounted to 
£541°7 million, or £63-o0 million less than those for the 
first half of 1929. Exports of British goods 
Six Months were £304°9 million, or a decline of £53-8 
Foreign million compared with 1929. Re-exports 
Trade came to £49°3 million, or a shrinkage of 
£{11-3 million since 1929. Expressed in a 
percentage form, imports showed a decline since 1929 
of 10-4 per cent., British exports one of 15-0 per cent., 
and re-exports one of 18-6 per cent. The corresponding 
fall in the price-level was one of approximately 13 per 
cent., so that while the volume of imports was well 
maintained, exports of both British and foreign goods 
have fallen away. Finally imports of raw materials, 
which are a fairly reliable indication of our industrial 
activity, have shrunk from {179-3 to £142-5 million, 
this representing a decline of £36-8 million or 20-5 per 
cent. Simultaneously, exports of British manufactured 
goods have fallen from £284-1 to £238-6 million, or by 
16 per cent. Thus, in every respect, the trade results 
for the past six months are extremely disappointing. 


As we go to press, we learn of the proposed fusion between 
the Royal Bank of Scotland and Williams Deacon’s 

Bank. The fusion, to which the Treasury 
An Important have raised no objection, is to take place 
Bank Fusion by means of an exchange of shares, holders 

of the “A” shares ({5 shares, {1 paid) of 
Williams Deacon’s Bank being offered £68 of the Royal 
Bank’s fully-paid stock for every 100 ‘‘ A” shares held; 
and those of the “B” shares (f{1 fully-paid, with a 
maximum dividend of 124 per cent.) being offered £70 of 
Royal Bank stock. Thus the control of the new combine 
will vest in the Royal Bank, although each bank will 
continue as a distinct entity with its own board, while 
their staffs will remain under the same conditions of 
service and pension funds. As each bank covers an 
entirely different field, no over-lapping will take place, 
and while a fusion between a bank with Scottish interests 
and one with Lancashire interests is unprecedented in the 
history of British banking, the proposal has much to 
recommend it. Recent experience has shown that the 
Lancashire banks have not entirely escaped the post-war 
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misfortunes of the cotton industry, reference to which is 
made below, and so Williams Deacon’s shareholders should 
not be unwilling to accept a proposal which enables them 
to spread their interests over a wider and less specialized 
field. On the other hand, the Royal Bank obtains a seat 
in the London clearing house, it equally obtains a wider 
field for its operations, and both banks should gain from 
the economies and larger vision of which the unification 
of interests will permit. 


ALTHOUGH the report of the Committee appointed last 
year by the Government to investigate the cotton trade 
contains little information that is new, 

The. it is nevertheless a definite warning to the 
— € industry and to all those connected with it. 
Sndosbes It insists that pre-war conditions have 
gone for good and all, and that it is in- 

cumbent upon Lancashire to deal with the situation 
as she finds it to-day, and in particular to face the growth 
of Indian and Japanese competition. The Committee is 
clear that the industry is in need of reorganization, 
including under this heading the technical improvement 
of both the spinning and weaving sections; the foundation 
of larger units; and the extension of co-operative effort. 
As regards the Lancashire Cotton Corporation, the 
Committee holds that unless it is extended much beyond 
the size at present intended, other large-scale amalgama- 
tions of spinners should be effected, and that in any case 
similar mergers should be carried out in the weaving and 
merchanting sections. The report is in two respects 
of importance to bankers, firstly because, as Lancashire 
bankers already know to their cost, amalgamation 
entails the writing-off or scaling-down of existing debt 
charges, and secondly, because the report contains a 
reference to the Bankers’ Industrial Development 
Company and adds significantly ‘“‘ we are assured that 
for any comprehensive and satisfactory rationalization 
scheme having for its object the reduction of production 
costs and improved marketing, the necessary finance 
will be forthcoming.’”’ The provision of finance of this 
kind is one of the main functions of the Bankers’ 
Industrial Development Company, and so this passage 
in the report shows that the Company is ready to 
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get to work. Bankers, however, will require some 
assurance that any scheme submitted to them is a sound 
one, and here it must be confessed that the report is 
vague on the question of horizontal and vertical com- 
binations, and shirks many of the labour questions, such 
as piece-rates, the use of automatic looms, and the 
introduction of double shifts, that must be faced if the 
industry is to be successfully reorganized. 


THE debate a few months ago on the clauses in the 
Cardiff Corporation Bill empowering the establishment 
in that City of a municipal bank vests the 

_ The current report of the Birmingham Munici- 
———- pal Bank with considerable interest. To 
preg avoid any possible misunderstanding, it 
may be emphasized that the Birmingham 

bank is essentially a savings bank, and so only comes 
into competition with the joint-stock banks of the 
country to the extent that they themselves have estab- 
lished savings departments. According to the balance 
sheet of the Birmingham bank, dated March 31 last 
and embodied in the report, deposits amount to 
£11,534,835, and sundry creditors and the reserve fund 
to another £197,790. Against these liabilities, the chief 
assets are :—cash in hand and with joint-stock banks, 
£847,523; cash with Birmingham Corporation at call, 
£8,959,041; advances on mortgage to householders and 
allotment holders, £1,741,178. The bank thus has a 
ratio of cash to deposits of 7-3 per cent. A further 
15:1 per cent. of the deposits is locked up in advances 
on house property, while 77-6 per cent. is lodged at 
call with the corporation. The bank has only a short 
history behind it, but it has made great progress, and 
to judge from Mr. Neville Chamberlain’s speech in the 
debate on the Cardiff Bill, obviously fills a real need. 
Our main comment on the balance sheet is that taken 
by itself it only gives incomplete information. The 
bulk of the bank’s funds are lodged with the Birmingham 
Corporation, but there is no information as to how the 
corporation are using them, or as to how easily or 
quickly they are in practice recoverable by the bank. 
Mr. Chamberlain supported the recommendation of the 
Bradbury Committee that investigated the question to 
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the effect that 45 per cent. of the deposits of a bank 
of this kind should be placed with the National Debt 
Commissioners for investment in short-term securities, 
but he added that it would be impracticable to 
impose such a regulation upon the Birmingham bank at 
this stage of its history. Later in the debate Mr. 
Pethick-Lawrence stated that the Birmingham Corpora- 
tion has decided that not less than 50 per cent. of the 
money lent by the bank to the corporation shall be in 
Government securities. We suggest that in future the 
Municipal Bank’s report should include information as 
to this and the other uses made by the corporation of 
the bank’s money, and we regard this matter as vital 
from the standpoint of reassuring the bank’s customers 
on the important matter of the bank’s liquidity. 


To judge from recent statements in the House of Com- 
mons and elsewhere, the Labour Party is now definitely 
committed to the policy of establishing 

™~ Import [mport Boards, to control and organize the 
Fallacy bulk purchase, from both home and foreign 
sources, of such staple commodities as meat 

and wheat, cotton and wool. The objects of this policy 
are alluring enough, for they include the purchase of 
our foreign supplies to the best advantage, the assurance 
of a profitable market to home growers, the rationaliza- 
tion of distribution and the elimination of the middle- 
man, and the enjoyment by the consumer of fair and 
stable prices. Bankers, however, will wonder whether 
the advocates of this scheme fully realize its enormous 
practical difficulty and complexity, and will also recall 
with some forebodings the enormous expense and trouble 
inflicted on the nation by the adoption, enforced on that 
occasion by the national emergency, of a somewhat 
similar policy during the latter years of the war. So 
far from Import Boards affording any protection to the 
consumer against alleged foreign monopolies, there is 
only too grave reason to fear that the contrary would be 
the case, simply because a Board’s first duty would be 
to ensure that the supplies of the commodities for which 
it was responsible were adequate. Again, there are grave 
objections on diplomatic grounds to a Sovereign State 
engaging in world trade on its own account. Finally, 
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the adoption of this policy would mean the complete 
reorganization, under State control, of the exceedingly 
delicate mechanism of shipping, banking, merchanting, 
insurance and so on by which our import trade is now 
conducted, and even if a certain number of unnecessary 
middlemen were eliminated, the loss and dislocation 
involved by the up-rooting of the existing trade mechan- 
ism would far outweigh the small practical advantages 
of sucha policy. In the long run, the only way to estab- 
lish prices which will be fair to producer and consumer 
alike, is to let trade find its natural and traditional 
channels, and those who argue that such a doctrine is 
now “ obsolete’”’ are not acting in the real interests of 
the nation. 


Mr. SCULLIN, who has lately assumed the office of 
Commonwealth Treasurer in succession to Mr. Theodore, 
found that his first task was the intro- 

The duction of a budget which had to deal 
Australian with a prospective deficit of £14,500,000. 
Budget As total expenditure was estimated at 
£65,600,000 and revenue on the existing basis 

of taxation at £41,100,000, it was clear that Mr. Scullin’s 
task was far more serious than the deficit by itself 
suggested. Mr. Scullin has responded with a series of drastic 
proposals, consisting of new Customs and Excise Duties, 
estimated to yield £5,700,000; the increase from 14d. 
to 2d. in letter postage, estimated to yield £1,000,000; 
increased income tax, estimated to yield £850,000; 
certain appropriations from the liquidation of ex-enemy 
property, amounting to £1,500,000; and finally a 2} per 
cent. tax on sales, whose yield is estimated at £5,000,000. 
This last proposal is fraught with grave possibilities, and 
banking opinion could only endorse it as being an emer- 
gency measure rendered necessary by Australia’s present 
financial difficulties. Thus it is not surprising to learn 
that bankers have joined in the general protests that the 
budget has aroused in Australian business circles. Mr. 
Scullin in his speech also revealed that negotiations were 
in progress for obtaining external credits of £30,000,000, 
and, while paying a tribute to the Australian banks for 
the way they had handled the exchange crisis, he added 
that it might be necessary to invite the trading banks 
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to pool their external exchange and give the Common- 
wealth and State banks first call upon their funds. 
Subsequent cables indicate that the agreement of 
Australian bankers has been obtained, but it must be 
emphasized that this step represents a very drastic 
interference with the normal mechanism of banking and 
exchange which can only be justified by the present 
emergency. Clearly Sir Otto Neimeyer will have much 
to discuss during his visit to Australia, and, while 
he is there in a purely helpful and advisory capacity, 
it cannot be denied that his visit has occurred at a most 
opportune moment. 





The Bankers’ Resolution 


“It is resolved that urgent measures for the promotion of inter- 
Imperial Free Trade are needed to secure and extend the market 
for British products, both at home and through the export trade. 

“ Bitter experience has taught Great Britain that the hopes 
expressed four years ago in a plea for the removal of the restrictions 
upon European trade have failed to be realized. The restrictions 
have been materially increased, and the sale of surplus foreign 
products in the British markets has steadily grown. 

“While we retain the hope of an ultimate expansion of Free 
Trade throughout the world, we believe that the immediate step 
for securing and extending the market for British goods lies in reciprocal 
trade agreements between the nations constituting the British Empire. 

“As a condition of securing these agreements Great Britain must 
retain her open market for all Empire products, while being prepared 
to impose duties on all imports from all other countries.” 

BANKERS’ RESOLUTION, 
July 2, 1930. 
THERE appeared in the morning papers of July 3, the 
account of a meeting held on the previous day at 
Hambros Bank, with the terms of a resolution adopted 
by certain of those present. No indication was given 
as to the manner in which the meeting had been 
summoned, or of the numbers attending. The names 
of fourteen distinguished persons, for the most part, 
but not entirely, connected with banking, were men- 
tioned, but it was not stated whether all or any of them 
had approved of the resolution. There could, in, fact, 
have been no unanimity, since one of those whose 
names were published subsequently announced his dis- 
sent. The account of the meeting concluded with a 
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statement to the effect that the terms of the resolution 
had been communicated to the leaders of the three 
political parties. Subsequently a few further names were 
published of those who desired to be associated with the 
supporters of this resolution. 

It must be noted that the moment of publication 
was in itself significant. The internal differences within 
the Conservative Party upon fiscal policy had reached 
an acute stage. The contest over the North Norfolk 
by-election, where Lord Beaverbrook was vigorously 
championing the cause of Empire Free Trade, was 
nearing its close. A general similarity between the 
terms of the resolution and those in which Lord Beaver- 
brook has himself formulated his proposals is unmis- 
takable. 

The second comment, inevitably provoked by the 
resolution, is that the language in which it is couched 
is vague and slovenly. As a considered exposition of 
fiscal policy, coming with high authority, the resolution 
is wholly unworthy of the occasion. Rather more 
than a hundred years ago the famous Merchants’ Petition 
was communicated to Parliament. The petition has 
rightly been regarded as having laid the foundation stone 
upon which British Free Trade policy was subsequently 
constructed. In popular present-day controversy it is 
usual to speak of Free Trade in this country as “ Cob- 
denism,”’ forgetful of the plain historic fact that it was 
not Cobden, but the merchants and bankers of the City 
of London who, many years before, had virtually secured 
its adoption. It is possible that in time to come the 
Bankers’ Resolution of 1930 will be described as marking 
the great turning point in British economic affairs, when 
Free Trade, the very corner stone of the City’s economic 
faith for more than a century, made way for Protection. 
If so, it is scarcely possible that the economic historian 
of the future will fail to mark the contrast between the 
carefully-chosen wording and close reasoning character- 
istic of the Petition of 1818 and the carelessness in 
wording and absence of reasoning evident in the Resolu- 
tion of 1930. The bankers of to-day, in seeking to 
impose their authority might surely have paid a little 
more homage to clarity and reason. No wonder that 
almost as soon as the resolution had appeared, Sir Josiah 
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Stamp, in a letter to the Times, was moved to ask for 
further light upon the real interpretation to be placed 
upon it. 

When the resolution itself is analysed, it becomes 
evident that the central idea from which it proceeds is 
the need of markets for British products. The starting 
point is our industrial depression and the unprofitable 
condition of our major industries. The cause of this 
unsatisfactory state of things is attributed to the growth 
of tariff restrictions in Europe, and the sale of “ surplus 
foreign products ’”’ in the home market. Three ways are 
suggested whereby our loss of markets may be repaired. 
The hope is first expressed that Free Trade may ulti- 
mately prevail throughout the world. Presumably it is 
thought that under a regime of Free Trade our industries 
would regain their former prosperity. If this sentiment 
is intended as more than the expression of a pious 
opinion, a salve for the conscience of those confessing 
to a striking change of faith, it must be supposed that 
one of the more important consequences of an adoption 
of tariff restrictions in this country is likely to be a 
general relaxation of restrictions elsewhere. 

The accuracy of this prognostication is, however, 
vitally important. It is not a matter upon which we 
can afford to be indifferent, hoping that it may prove 
to be well founded, but not seriously perturbed if the 
very contrary should turn out to be true. Just as the 
United States is a more important market to Canada 
than the United Kingdom, largely because of pro- 
pinquity, so Europe is a more important market for our 
exports than all the Dominions. In 1929 we sold goods 
valued £405 millions in foreign markets as against a 
value of £324 millions within the Empire. Nor can 
it be said that the bankers have their attention directed 
to a more or less distant future when the Empire popula- 
tion will have greatly grown. Our need is recognized 
as a present one. We need more markets now. It is 
as an ‘immediate step for securing and extending the 
market for British goods”’ that the policy is advocated. 
If it should turn out that tariffs imposed by us on our 
non-Empire imports lead to even higher barriers against 
our foreign exports, we should at best be sacrificing the 
larger for the smaller of our two markets. 
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If attention is confined to the letter of the resolution 
we must conclude that the bankers believe it possible 
to aid our depressed industries most effectively by 
entering upon reciprocal trade agreements within the 
Empire. This is the crux of the matter, and we are 
face to face with a situation that demands and deserves 
very careful study. In popular discussion it is customary 
to meet with one or other of two extreme and equally 
absurd arguments. The Free Trader declares that we 
cannot greatly increase our exports to Canada, because 
such goods will compete with those of the Canadian 
producer, who demands and will be given adequate 
protection. But an examination of Canadian trade 
statistics will show that in 1928-29 imports of iron and 
iron products into that country amounted to $346 million, 
of which roughly $19 million came from the United 
Kingdom, and $317 million from the United States. 
The imports of fibres and textile products totalled 
$206 million, of which we supplied $77 million and the 
United States $82 million. Other branches of trade 
show large imports which are not shut out by the Canadian 
tariff. There is thus a great volume of trade apparently 
capturable. In contemplating this trade the popular 
spokesman of the Empire Crusade glibly assumes that, 
if only we will clap on a tariff on foreign foodstuffs, thus 
extending to Canada a substantial preference in our 
own market, a miraculous transformation will take 
place so that Canada will buy from us all the iron and 
textiles which she now gets from the United States. 
The bankers should be better informed as to the realities 
of trade than to entertain any such preposterous notions. 
Nevertheless, they appear to have satisfied themselves 
that at the price of a tax on our foreign food imports 
we can command a large part of that Imperial purchasing 
power which is now expended elsewhere. The subject 
is worthy of very careful investigation, but the arrival 
at a just balance of net advantage must be recognized by 
every competent economist as a matter of great difficulty 
and uncertainty. The confident tone of the resolution 
suggests that its authors when thinking of this part of 
their problem were still indulging in hope rather than 
announcing conclusions based upon their study of facts. 

There remains the question of protection in the good 
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old-fashioned sense. Trade agreements among the coun- 
tries of the Empire will scarcely secure us from the 
“sale of surplus foreign products ” in our home market. 
Again, Imperial trade agreements can hardly require the 
imposition of “duties on all imports from all other 
countries.” The desire to protect the home market has 
been said by Sir Josiah Stamp “to peep out” ofthe 
resolution. Rather it might be described as “ gazing 
brazenly.”’ It must be assumed that the bankers are 
no longer Free Traders, hewing their way to freedom 
through the jungle of retaliation, not merely Crusaders 
for a self-sufficient economic Empire, but protectionists 
of the old school, anxious to provide a decent shelter 
and a reasonable security for our industries which 
find themselves unable to contend on equal terms with 
those of our competitors. It will be seen, then, that the 
resolution appears to advocate three distinct policies, 
not easily reconcilable, of which the protection of the 
home market alone would seem to be within the bounds 
of immediate application. There is, however, a fourth 
very important aspect of the tariff question which is 
really distinct from any of these. Increasingly opinion 
is gaining strength in favour of the necessity to lighten 
the burden of direct taxation. A revenue tariff naturally 
suggests itself as the best practicable method. But 
whether or no the sympathizers with the resolution 
intend to advocate such a policy is not apparent. The 
document in question is, perhaps, even more notable on 
account of the things that it leaves unsaid as for what 
it actually affirms. 


The June Bank Balance Sheets. 


Toe balance sheets of the leading British banks, 
dated June 30, 1930, on the whole confirm the 
conclusions reached in an article entitled “‘ The 
Fall in Bankers’ Advances ”’ that appeared in the previous 
issue of THE BANKER. Taking aggregate figures for the 
“ Big Five” alone, and comparing their latest figures 
with those of the preceding June, deposits in the aggre- 
gate have risen by {18-7 millions, while investments 
have fallen by £8-o millions and advances by no less than 
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£291 millions. Cash and call money remain unchanged, 
but these banks’ bill portfolios have expanded by no less 
than £52-3 millions. 

The following tables give the position in detail for 
eleven of the leading banks of the country, as at June 30, 
1929 and 1930. The first deals with deposits, cash and 
call money :— 


Money at Call 
and Short 
Notice 


Deposits, Cash and 
etc. Balances 











1929 1930 1929 1930 1929 1930 
| 

£mn. | £mn. | mn. | £mn. | {mn. | {mn 
Barclays és a -- | 331°4 | 338°8 | 52°4 55°3 20°7 24°3 
Lloyds és ae -- | 351°3 | 352°9 | 51°4 53°6 28-7 30°9 
Midland és “a -- | 383°6 | 382-0 | 59°4 55°3 26:8 22°6 
National Provincial -- | 272°9 | 276°6 | 40°3 39°5 19°2 18-2 
Westminster ne oo | 288°3 | 205°7 | 41°8 40°7 28+3 27°5 
Coutts oa ea ind 18-1 18-1 2°9 2°7 I°9 1°6 
Glyn, Mills .. ite oé 32°8 32°4 6-2 6:2 4°4 4°5 
Martins ow as oe 80-2 77°4 | 12°2 I1°7 5°2 5°7 
District ae a sea 51°5 50°2 6-2 6-0 3°9 5°0 
Manchester and County .. 19°2 17°4 4°I 3°2 _ . 
Williams Deacon’s .. - 31°5 31°5 5°2 4°2 I*9 2:8 











* Included in cash and balances. 


As regards deposits, the Midland Bank, Glyn, Mills 
& Co. and three of the Lancashire banks have lost ground. 
The biggest gain is that of the Westminster Bank. The 
item “‘ cash and balances with other banks, including 
cheques in course of collection,” reveals minor increases 
and decreases of a few millions in the case of the various 
banks, but little importance need be attached to these 
fluctuations, which probably represent nothing more than 
the effects of the payments to and demands on the various 
banks that happened to affect their cash holdings on the 
day they made up their accounts. In the aggregate, 
however, the gains and losses largely balance each other, 
and there is no evidence of any deflation during the 
intervening year. Little too can be deduced from the 
changes in the amount of money lent by the various 
banks at call or short notice. The most surprising thing 
is that in view of this year’s lack of demand for short 
money, both from the Stock Exchange and the discount 
market, this item has not fallen appreciably in com- 
parison with last year. 
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The next table deals with discounts, investments and 
advances :— 


Investments 
(excluding 
those in 
other banks) 


Discounts Advances 


1929 1930 1929 1930 1929 1930 


nd 


£mn. | £mn. | {mn. | {mn. | {mn. | £mn 
Barclays 40°4 | 45°2 59°O | 52°7 | 174°I | 174°! 
Lloyds 43°7 | 44°8 | 37°6 | 40°7 | 194°2 | 185-9 
Midland ae 49°4 | 64°4 | 34°9 | 33°9 | 224°3 | 214°6 
National Provincial 30°O | 40°6 | 37°2 32°5 | 156-0 | 155°9 
Westminster 35°2 | 55°9 | 38°4 | 37°9 | 155°3 | 144°2 
Coutts ee II Ivt 3°7 3°8 Io't 10°5 
Glyn, Mills .. er o'9 7°6 7°2 14°6 14°7 
Martins 5°6 4°6 | Ig°I | 17°70 | 43°41] 42°0 
District os oe ee 4°7 5°4 14°8 14°9 25°4 22°3 
Manchester and County .. 0-6 0°5 4°2 4°2 I2-O | I1°2 
Williams Deacon’s .. 1°8 I°2 5°5 6:2 19°2 190 


While most banks have added to their bill portfolios 
during the year, the increase is negligible in the case of 
Lloyds Bank and not very big in the case of Barclays. 
Lloyds Bank have added to their investments, and those 
of the Midland and the Westminster have only fallen by 
a comparatively small amount. Nor have all the banks 
reduced their advances in the degree suggested by the 
aggregate figures. Barclays and the National Provincial 
Banks have made no appreciable change, but Lloyds, the 
Midland and the Westminster Banks have each reduced 
theirs by about ten millions. 

The final feature of the results of this June is the big 
reduction in bankers’ acceptances and endorsements. 
Thus Barclays Bank have reduced them from £23-3 to 
£14°1 million, Lloyds Bank from £53:5 to £40-6 million, 
the Midland Bank from {64-3 to {26-7 million, the 
National Provincial Bank from {19-3 to £12°6 million, 
and the Westminster Bank from {23-0 to £19°8 million. 
The decline in the Midland Bank figures is in part the 
consequence of an intervening change in accounting 
methods, but even so these figures are a striking com- 
mentary upon the effect of bad trade and the year’s fall 
in commodity prices upon the volume of bills in existence. 

At this stage, it is not customary for the banks to 
make any statement as to their profits. Interim divi- 

















_———_ 


. ani ee ee ee 


j 
hi 
: 











JUNE BANK BALANCE SHEETS 147 


dends are unchanged, with the exception of a reduction 
of from 6s. 6d. to 6s. per share in that of the Manchester 
and County Bank and the repetition by Williams Deacon’s 
Bank of last year’s final dividend on their “ A” shares 
of 124 per cent., against previous dividends, both interim 
and final, of 13? per cent. Earnings for the current year 
probably depend in the main upon two factors. One is 
the extent of the provision deemed necessary against bad 
or frozen debts. The other is the cost to the banks of 
fixed deposits arranged earlier in the year when the whole 
scale of money rates was appreciably higher than it is 
to-day. Still if, as seems likely, rates remain stable 
during the rest of the year, fixed deposits will not be the 
source of loss that they may have been during the past 
six months. 


Gold and the Price-Level. 


NDER this title Sir Henry Strakosch has published, 
| | as a supplement to the Economist of July 5, a 

memorandum reviewing the economic conse- 
quences of changes in the value of gold. Toa large extent 
his memorandum covers familiar ground, and, indeed, 
the July issue of Lloyds Bank Monthly Review con- 
tains an article by Sir Josiah Stamp, which, though 
couched in more general terms, comes to much the same 
conclusion. Sir Henry’s memorandum, however, is of real 
value, for in addition to presenting the abstract case, it 
buttresses it with a mass of up-to-date statistical evidence, 
which provides an illuminating illustration of many of 
the world’s present troubles. 

Starting with the fact that during the past 44 years 
wholesale prices in Great Britain have fallen by no less 
than 321 per cent., the memorandum proceeds to 
examine and contest the theory that the price decline is 
due to the over-production of commodities. The author 
points out that, while it is true that production has in- 
creased during post-war years, it is equally true that 
production was increasing during the years preceding the 
war, and that, nevertheless, during those pre-war years 
world prices were rising. Sir Henry next argues that “ an 
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increase of production, extending over the whole range 
of commodities in an orderly and symmetrical fashion, 
cannot lead to what is commonly called over-production. 
An increase of production, in these circumstances, simply 
makes available to the population a greater amount of 
all the goods it currently consumes.” In other words, he 
denies that fundamentally there can be such a thing as 
over-production of all commodities at once. 

Having established this thesis, Sir Henry is forced to 
the conclusion that the reason why the exchange of com- 
modities for each other does not keep pace with their 
production is that the process of exchange is in some way 
impeded; and the only adequate explanation of this 
impedimeat, he holds, is that the supply of money has 
not kept pace with the increasing supply of goods. This 
brings him to the operation of the gold standard, and to 
the question of the world’s supply of monetary gold. 
The former point he sums up by saying that “the gold 
standard has bound together the civilized world for good 
or evil in the greatest international partnership ever 
known in history ; that this partnership, while conferring 
benefits on each partner, also imposes upon them stern 
duties, and that transgressions by one partner inflict 
hardships on the rest.” 

Sir Henry finds no difficulty in giving instances of 
recent transgressions. The post-war absorptions of mone- 
tary gold by America and France, and its inevitable 
sterilization and withdrawal from its proper use, has 
meant, so he argues, that so far from the world’s stocks 
of monetary gold increasing, they have actually de- 
creased. In fact, in 1929 he calculates that there was a 
gold deficiency of well over roo per cent. of requirements. 
This, in his opinion, accounts fully for the recent world 
collapse of commodity prices. 

The next portion of the memorandum is concerned 
with the consequences of this collapse. He publishes a 
very instructive series of charts showing how a fall in 
prices automatically transfers wealth from the producer 
and wage-earner to the rentier and to those in receipt of 
fixed-money incomes. He traces the correlation between 
the deficiency in the world supply of monetary gold on 
the one hand, and in England at least the downward 
trend of prices, the fall in the nation’s supply of credit, and 
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the rise in unemployment on the other hand. This last 
chart naturally reveals a marked discontinuity in 1926, 
due to the coal stoppage, but even so its general trend 
is plain. Sir Henry concludes with the hope that the 
investigations into the gold question, now being con- 
ducted by the Financial Committee of the League of 
Nations, will bear fruit, “and that the Bank of England 
will once more lead the other principal central banks 
along the path of intelligent co-operation towards the 
common objective—economy in the use of gold, which 
alone can obviate the otherwise inevitable recurrence of 
disturbances such as those which are so grievously 
afflicting the world to-day.” 

Undoubtedly Sir Henry’s memorandum iS an impor- 
tant contribution towards the discussion of the world’s 
present troubles that is now taking place. It is particu- 
larly valuable in the way in which it shows how a change 
in the price-level upsets the balance between the different 
sections of the community, and few now deny that it is 
the disturbance of that balance which is largely respon- 
sible for the general loss of confidence, friction in the 
industrial and political world, destruction of purchasing 
power, and all the other troubles to which we in England 
have now unhappily grown so accustomed. In this 
country, however, there are other possible explanations 
of the trade depression. High taxation is one, the inelas- 
ticity of wages and the cost of living is another, and the 
temporary loss of our great Indian and Chinese markets 
yet a third. Others may be adduced in the unorganized 
state of many of our staple industries and in the heavy 
burdens in the shape of debentures, bank loans and other 
forms of dead-weight debt under which many industrial 
concerns are labouring to-day. 

Sir Henry Strakosch would reply—and with some 
justice—that all these are secondary consequences of the 
main evil of the fall in the price-level, and he would add 
that most of them received some reference in his 
memorandum. This is perfectly true, but it must be 
added that, while it will take some time and will demand 
a high degree of international co-operation to correct the 
main evil, it is within our own power to attack some of 
the subsidiary evils at once. Sir Henry, in short, conceives 
of the problem as being one of world-wide dimensions. 
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In the broad sense he is right, but it has brought with it 
many other problems which beset Great Britain, and 
Great Britain alone. Sir Henry’s memorandum ought not 
to distract us from the task of their solution. 


The Australian Reserve Bank Bill 


By a Correspondent 


HE idea of a “ Bankers’ Bank” for Australia was 

mooted as far back as the financial panic of 1893, 

when the lamentable failure of the Associated 
Banks to deal successfully with the situation led to 
suggestions that some central banking authority, similar 
to the “Bank of England,” ought to be set up in 
Australia to protect the country against any possible 
recurrence of such a disaster. Ihe problem, however, 
was not seriously tackled until 1911, when the Labour 
Ministry of Mr. Andrew Fisher brought forward a plan 
for the erection of the Commonwealth Bank of Aus- 
tralia. The reasons for this move were clear. In the 
first place the new bank was to provide the financial 
control and leadership so regrettably absent in 1893, and 
secondly, it was designed to free Australia from what 
was then considered to be a potentially inconvenient 
banking monopoly. In so far as the object of the 
Governmer.t was to provide Australia with an orthodox 
central banking mechanism, no objection could be 
raised ; but the idea of establishing a central bank with 
the secondary object of breaking a banking ring was, as 
subsequent experience has shown, a misconception of 
the proper functions of a central bank, and one likely 
to give rise to serious practical difficulties. 

The Commonwealth Bank Bill duly became law on 
December 22, I9II, and set in motion an exceedingly 
instructive economic experiment. The Act conferred 
upon the bank powers which were sufficient not only to 
enable it to fulfil the accepted duties of an orthodox 
central bank, but to encourage it to do ordinary commer- 
cial banking business as well. For example, it was given 
the widest scope for accepting deposits and making loans 
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and branches could be opened anywhere in the 
Commonwealth, with no limit to their number. The 
bank was originally capitalized, not by shareholders’ 
subscriptions, but by a Treasury loan, and the Common- 
wealth was made responsible for its obligations, so as to 
safeguard depositors from losses such as those of 1893. 
The Governor was thus independent of any share- 
holders’ control, and had the resources of the Common- 
wealth at his back, and so he occupied a position of 
unusual power, which meant that the competition of the 
bank was consequently so much more to be feared by 
the trading banks. To Mr. Denison Miller, the first 
governor, the desire of the Government was made plain. 
So far from the bank being restricted to exceptional inter- 
vention in monetary affairs, it was expected and en- 
couraged to compete with the other banks in their 
ordinary day-to-day business. It was also expected to 
maintain very high business standards, and, as the 
custodian of Government funds, a high degree of 
liquidity in its assets. 

The practical difficulties of this scheme soon became 
obvious, and from these few facts even, the kind of 
reception accorded to the bank by the financial com- 
munity can be envisaged. The need for another com- 
petitive bank at all was not obvious, as the small Austra- 
lian community of 44 millions in 1911 was already served 
by 21 banks with nearly 2,000 branches between them, 
and an aggregate capital and reserve exceeding £27 
millions. In face of a somewhat chilly reception, the new 
bank found some difficulty in getting a start, but it ex- 
panded considerably during the war years, and was able 
to render quite valuable assistance when the financing 
of the movement of primary products from the Dominion 
to Europe had to be undertaken on an unprecedented 
scale and under unified control. All the time, however, 
the bank was undeniably developing a distinctly com- 
petitive tradition. It refused to enter any of the banking 
associations set up to fix the terms of banking and 
exchange business, and it carried out a vigorous policy 
of expansion inside the Commonwealth, opening 36 
branches within the first 5 years of its existence. The 
bank thus came to be regarded by the commercial 
banks as a competitor, aided, in their opinion unfairly, 
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by the State, in virtue of its position as banker to the 
Government. 

The important alterations made in the status of the 
bank in 1924 cannot be said to have changed this opinion 
fundamentally. Responsibility for the troubles of the 
post-war deflationist period had been laid at the door of 
the Federal Notes Board, and the primary purpose of 
the Bank Act of 1924 was to transfer the Federal note 
issue to the Commonwealth Bank. This, it must be 
emphasized, was merely the first logical step in the per- 
sistent attempt, made by the Bruce-Page Government, 
to change the bank from a predominantly commercial 
institution into the monetary authority responsible for 
the control of credit. Dr: Earle Page, the Federal 
Treasurer, admitted this intention clearly enough when 
he said, in introducing the Bill in 1924, “ The Govern- 
ment believes that it is proposing all that can be done by 
legislation towards bringing about a true system of 
central banking.” In addition to managing the note 
issue, the bank was to operate the bank clearing settle- 
ments, and discount and rediscount bills of exchange at 
a published rate, just like any other central bank. Lastly, 
it was hoped that the commercial banks would leave 
their reserves with this reorganized institution. 

Now, “central banking” was a comparatively new 
phase to Australians at this time, and even after the 
publicity given to it in connection with the Genoa 
Currency Resolutions of 1922 it is safe to say that it was 
not precisely recognised or understood by the majority 
of Australian politicians in 1924. This may account in 
part for the unconsidered attitude of the Opposition 
when the relevant legislation was introduced, for there 
seems to be no other reasonable ground for the oft- 
repeated Labour objection to the Commonwealth Bank 
“assisting the private banks with public money.” This 
ignorance may also have accounted for the defects in the 
Government scheme itself. The most fatal of these was 
the notion that a central reserve bank, charged with the 
management of the note issue, the control of credit, and 
all the other controlling and co-ordinating duties of a 
central bank, could be based upon the Commonwealth 
Bank, which was an acknowledged competitor of the 
commercial banks. To mention but two objections, the 
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other banks could hardly be expected to leave their 
reserves with a central bank of this hybrid character or 
to accept its leadership with confidence. It is not difficult 
to see that the hopes of the Government were doomed to 
disappointment. In spiteof the pleaof Dr. Earle Page, the 
Federal Treasurer, that the large Government accounts 
given to the Commonwealth Bank relieved it from the 
necessity of competing for business, in spite of the very 
real war-time tradition of co-operation between all the 
banks, and in spite of the undoubtedly useful lead of the 
Commonwealth Bank in exchange difficulties, it was 
nevertheless too much to expect that the bank, as then 
constituted and operated, could fulfil properly all the 
functions of a central reserve bank. Its discount rate was 
never “ published ” ; its control of credit was never com- 
pletely effective, and, what is more important, the com- 
mercial banks could never be persuaded to entrust their 
gold reserves to it. Together they continued to hold 
almost as much gold as the Commonwealth Bank itself. 

The position was so obviously unsatisfactory that in 
1927 Sir Ernest Harvey, then Comptroller of the Bank 
of England, was invited to Australia to confer with the 
banking authorities “on the subjects of central banking 
and control of the note issue.” On his arrival Sir Ernest, 
with commendable foresight, cleared up a good many 
misconceptions at the outset by mentioning in an address 
before the Australian Economic Society some thirteen 
desiderata of the constitution of an ideal central bank, 
of which the following are quoted because they had a 
direct bearing on the Australian situation. According to 
Sir Ernest, a central bank should be completely free from 
Government control and political influence, and should 
undertake only a very restricted banking business. In 
particular, it should not conduct exchange business for 
profit ; it should not maintain foreign branches; and it 
should not draw or accept bills other than sight bills. In 
short, the bank “should not ordinarily compete with the 
trading banks for general banking business.” 

This time the hint was not lost upon the Australians, 
and they began to see the real alternative before them, 
if they really wanted a central bank of the approved 
European or American type. The alternative was either 
to strip the Commonwealth Bank of all its commercial 





154 THE BANKER 


functions or to erect alongside it an entirely separate insti- 
tution. A parallel is to be found in India, when, in 1926, 
the expert Hilton Young Commission reported decisively 
against the project of “de-commercializing” the exist- 
ing quasi-Government bank. “The idea,” wrote this 
important body, “ of utilizing the existing organization of 
the Imperial Bank of India is tempting at first sight, but 
on close consideration it will be found that, whatever 
advantages there may be in this course, the disadvan- 
tages outweigh them.” In other words, the Charter of 
the Imperial Bank of India would have to be so radically 
amended as to deprive India of a valuable and extensive 
commercial banking organization, a sacrifice which she 
could ill afford. In Australia, however, the choice lay 
not in the hands of an expert Commission, but in those 
of the present Labour Government, and there is no need 
to enlarge upon the point that no Labour solution of the 
problem that involved restriction of the commercial 
activities of Labour’s own bank would be at all admis- 
sible. Mr. Charlton, for instance, speaking in the House 
of Representatives on the subject of Sir Ernest Harvey’s 
visit, said: “‘ I suspect there is a movement afoot to make 
the Commonwealth Bank a bank of reserve only, and 
to withdraw the competitive element. . . . Ifthe bank 
is to function properly, its ramifications must embrace 
the whole of the Commonwealth, and it must accept 
business wherever it is offering.” 

The present Central Reserve Banking Bill, with its 
provision for the erection of a separate central reserve 
bank, is not therefore entirely a surprise. No one ex- 
pected a Labour Government to deal ruthlessly with its 
own bank. At the same time, the wisdom of entertaining 
such controversial legislation during the present 
economic crisis in Australia has been questioned, and 
some of the clauses of the Bill have been severely 
criticized. The new bank is to be run on orthodox lines. 
Its capital is to be fixed at £2 millions, to be transferred 
to it, together with the note-issue department, from the 
Commonwealth Bank. The directorate of nine, all 
Government appointed, consists of a governor and two 
deputies, the Secretary of the Treasury, and five repre- 
sentatives of banking, commerce, labour, manufacture, 
and primary production. Its functions are to manage 
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the note issue and the clearing settlements, but the fact 
that it is to have restricted, but by no means negligible, 
powers of doing a general banking business opens up 
possibilities of a disquieting nature. The reserve pro- 
visions are not unusually strict—25 per cent. gold cover 
against notes, and a further 25 per cent. (held partly in 
gold and partly in Government securities and trade bills) 
against deposit liabilities. A provision that the com- 
mercial banks must deposit ro per cent. of their demand 
liabilities and 5 per cent. of their time liabilities with the 
Reserve Bank has provoked a formal protest from the 
associated banks of Victoria, but, on the face of it, this 
should occasion no great alarm. The idea is borrowed 
from well-established American practice, and has been 
in operation in South Africa since 1920, when the Bank 
Act of that year called upon the commercial banks to 
deposit 13 per cent. of their demand liabilities and 3 per 
cent. of their time liabilities with the Reserve Bank. A 
real reason for perturbation is the anomalous position in 
which the Government will find itself—responsible, on 
the one hand, for a State commercial bank and, on the 
other hand, for a central bank with widely differing 
functions and, sometimes, opposing interests. If suspicion 
of this dual responsibility drives the commercial banks 
into continued hostility to the central bank project, it 
will be accounted one of the conspicuous failures of the 
Government to have destroyed banking co-operation at 
a time when it was most urgently needed. In any case, the 
ordinary banks have to fear the greatly increased com- 
petitive power of the Commonwealth Bank, once it is 
released from the restrictions of its own ineffective 
attempt to fill a double réle, but the objection to a double 
Government responsibility and the possibility of another 
hybrid between a “commercial and central bank” in 
Australia is a far more serious one. To such an institu- 
tion the private banks could hardly be expected to entrust 
their reserves willingly, and it is to be hoped that satis- 
factory pledges of non-interference will be forthcoming 
before this Bill is allowed to become law. Otherwise 
another long period of doubt and barren experiment 
must follow Australia’s latest venture into central 
banking. 
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The Future of Bank Executor 
and Trustee Work 


By P. D. Willcock 


HERE is a growing consciousness on the part of 
the public that side by side with the duty to produce 
wealth there is an equal duty to provide for its 
conservation, and that the absence of such provision 
may render nugatory the best laid plans and result in 
the dissipation of a lifetime’s savings. The increasing 
number of trusts being created by will and by deed bears 
witness to this fact. More and more people are becoming 
alive to the fact that, having purchased investments and 
life assurance, they still have not made adequate pro- 
vision to safeguard their wives and families until they 
also purchase trust service. A recent visit to the great 
trust companies of New York and the United States con- 
firms the view that this development has gathered equal, 
if not greater, force the other side of the Atlantic. Whilst 
the trust companies of America are perhaps on a larger 
scale than anything yet known in this country, they have 
a much larger population to serve, yet statistical experi- 
ments tend to show that a larger percentage of English- 
men make provision for their dependants by the creation 
of trusts. It has been well said by one leader of thought 
in this department that there is no field of endeavour that 
holds out a more inviting prospect for the younger man 
who can visualize the vast field and responsibilities of 
trust service. 

What better service can be rendered to a community 
than to assist in the conservation of its wealth and the 
safeguarding of those who, on account of their sex, 
their age, or their inexperience, are unable to take care 
of themselves? Again, what service rests upon higher 
ideals than those so essential to create and justify public 
confidence in this class of work, namely, a keen sense 
of responsibility, unswerving honesty, and a desire to 
give disinterested helpful service? Granted all these 
qualities in the individual officers who control the busi- 
ness, the modern bank trustee company or department 
is able to bring to the work an attribute not possessed by 
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any individual, namely, that of enduring life, ensuring 
the unbroken continuity of the trusteeship, coupled with 
a guarantee of absolute fidelity in regard to the funds 
entrusted to its care. 

It is thus not difficult to understand the reason why 
the most important service the bank executor and trustee 
companies are called upon to render relates to the 
administration of wills and settlements. It is not prac- 
ticable in the space of this brief article to dwell upon 
the nature and infinite variety of tasks which fall to the 
lot of an executor, calling, as they do, for the exercise of 
wide business and legal experience ; but when such duties 
crystallize into those of trusteeship, certain aids to 
efficiency may profitably be noticed. 


THE INVESTMENT COMMITTEE 


Probably the most important duty involved in 
trusteeship relates to the investment of trust funds and 
the supervision of securities. The trustee is dealing all 
the time with “other people’s money,” with resultant 
heavy responsibility, both legal and moral. Public con- 
fidence will be strengthened if it is known that the bank 
trustee company is aided in this task by an expert invest- 
ment committee, composed of men with long experience 
of business and fed with information by an efficient 
statistical department. If the investments comprised in 
every estate administered by the bank trustee company 
are thus periodically reviewed, and if the investments 
themselves are also reviewed by classified groups accord- 
ing to the respective industries, a measure of protection 
but rarely achieved by the private individual trustee is 
given to the beneficiaries and the public. 

Various ways exist by which the field of personal 
trust work is open to extension, and none more striking 
than by the increased use of life assurance. Whenever a 
man who does not require the whole of his income to 
meet his own requirements desires to make provision for 
his dependants, he may always augment his assets avail- 
able for that purpose by the addition of life assurance, 
and the bank trustee companies have an opportunity of 
rendering valuable service to their customer and his 
family by encouraging him to do so. This they could do 
in a number of ways. 
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(a) By expressing their willingness, when appointed 
trustees of settlements comprising assurance policies on 
the life of the settlor, to defer receipt of their remuneration 
as far as such policies are concerned until the date of 
their maturity. 

(b) By offering to attend to the payment of premiums. 

(c) By permitting the customer, or settlor, or bene- 
ficiaries of the trust when desired, to pay to them by 
monthly instalments the money required to meet the 
premiums. 

It will, no doubt, be said that to give effect to these sug- 
gestions would involve a considerable amount of work, 
but it has been done by the American trust companies 
with marked success on a wide scale, and has contri- 
buted considerably to the extension of their personal trust 
business. Eight years ago the insurance trust was vir- 
tually unheard of in America, yet to-day it is the most 
significant and outstanding class of business in the fields 
of trust service and life insurance. 

As an alternative plan, it is of course quite prac- 
ticable to leave the payment of premiums to be attended 
to by the settlor or the beneficiaries themselves. A real 
service is rendered to just those people who need it, and 
there can be no doubt that the trustee company which is 
prepared to give the right kind of trust service and put 
service before self, will in the end win the largest returns 
in building up the volume of business. 


THE FUNDED LIFE INSURANCE TRUSTS 


If, in addition to vesting his insurance policies in his 
trustee company, a man can also transfer to his trustees 
securities or properties which will produce sufficient 
income to meet the premiums payable in respect of those 
policies, he is able to create what may be termed a 
funded insurance trust. It will be seen that such a trust 
once created will be self-supporting, inasmuch as no 
further contributions need be made by the settlor. The 
trustee will be in a position to attend to the payment of 
premiums until the policies mature, when he will hold 
the mixed fund, consisting of the policy moneys and the 
securities and properties, upon the terms set out in a 
trust deed executed when the trust was created. If the 
creator of such a trust has refrained from reserving to 
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himself any right or interest in the fund, has made the 
trust irrevocable, and survives the date of its creation 
for a period of three years, then the fund will not attract 
death duties at the time of his death. Moreover, the 
income produced by such fund will cease to be that of 
the creator of the trust from the date of its creation, thus 
effecting a saving in income tax and surtax. 


THE BusINESS INSURANCE TRUST 


A still further type of business of this kind could be 
opened up by the development of attractive schemes 
whereby those who have a considerable part of their 
assets locked up in a partnership business could provide 
for the withdrawal of the capital at the date of their 
death. Many business men will agree that, had they been 
able to foresee in their earlier days the magnitude of this 
difficulty, they would gladly have considered a scheme 
on these lines when drawing up their articles of 
partnership. 

One of the greatest advantages of the insurance trust 
is its flexibility. Whereas the insurance policies them- 
selves provide simply for the payment of fixed sums of 
money, the insurance trust can be drawn to provide for 
the investment and management of the fund in the 
manner best suited to meet the particular needs of the 
beneficiaries. Provision can be made for the payment 
of income to dependants during their lifetime, or for a 
stated period of years, or for the advancement of part 
only of the capital moneys upon the happening of certain 
events, or to meet stated or exceptional needs. 

Lastly, by the creation of such a trust a man enjoys 
during his lifetime the satisfaction of knowing that 
adequate provision has been made for his family, and 
that a responsible corporate trustee has undertaken the 
duties. If such matters are left to be dealt with by his 
will, he has no means of knowing that the trustees 
named will be alive and willing to act when their services 
are required, or will live to fulfil their task. 


A SECURITY SERVICE 


Another avenue open to the bank trustee companies 
for the extension of their sphere of service is to be found 
in a wider form of safe-custody work. In the past this 
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service has been merely incidental to general banking, 
and as such has been rendered gratuitously. But if, in 
addition to holding securities for safe keeping, the trustee 
companies were prepared to offer a comprehensive 
“security service,” they would meet a widely-felt need, 
and would have no difficulty in obtaining reasonable 
remuneration. To large numbers of people who are so 
engrossed in business, or engaged in public work, or 
desire to travel, a service by which their investments 
would be constantly watched and changes suggested 
when necessary by experts, by which, when investments 
reached maturity dates, the capital moneys would be 
claimed on their behalf and suggestions made for their 
reinvestment, and by which their income would be com- 
pletely collected and credited monthly or quarterly to 
their banking accounts, would be warmly welcomed, and 
would meet with a ready response. Such a service would 
lift from the shoulders of many people a burden they at 
present carry with difficulty, due in some cases to lack 
of time and in others of experience. All such people 
would have to do would be to hand over their assets to 
a trustee company. 

By adding to safe-custody work this quality of ser- 
vice, and showing their willingness to assume broader 
obligations, much work which was formerly unremunera- 
tive would be placed upon a profit-earning basis. More- 
over, such a service would be a most valuable aid to the 
extension of the personal trust work, for people who had 
learned to depend upon a trustee company during their 
lifetime would naturally turn in that direction when 
appointing an executor and trustee of their will. 


EsTATE ANALYSIS 


Even in the early stages of their development, the 
responsible officers of bank trust companies have 
willingly given their assistance and advice to customers 
who sought their aid in deciding what steps they should 
take to arrange their affairs in such a way as would best 
make provision for their dependants. 

There can be no doubt that considerable benefit 
would accrue both to the trustee companies and their cus- 
tomers from a definite service organized on these lines. 
Let it be made known that any customer or member of 
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the public is at liberty, without being under any obliga- 
tion in the matter, to come and state the facts of his 
case to an experienced officer of the trustee company, 
whereupon the company will supply him free of 
charge with a written analysis of his estate, showing 
where, in their opinion, it is weak, or where difficulty 
is likely to be experienced, and how it can best be 
built up or strengthened, together with their general 
recommendations. 

Many men possessed of a certain amount of wealth 
on the one hand, and having certain obligations on the 
other, regard the question of settling the plans to deal 
with these matters as one of the most difficult problems 
they have to solve. Who could be better equipped to 
give this help than an experienced officer of a trustee 
company ? 


PuBLIC RELATIONS DEPARTMENT 


Allied to estate analysis work, and no less important, 
is the following up of inquiries. Bearing in mind the 
delicate nature of negotiations of this kind, it is admitted 
that anything in the form of what is vulgarly called 
“touting” is most undesirable. On the other hand, 
however, to omit to follow up inquiries is to neglect 
valuable opportunities, and if the work is done in a 
friendly and tactful manner little difficulty and frequent 
success will be experienced. With a business of any size, 
a few well-chosen men with a natural aptitude for this 
type of work may be kept fully employed, and the result 
of their labours will be reflected in an increased volume 
of business. 


REGISTRAR AND TRANSFER AGENT 


As their business develops it may well be that the 
service rendered by bank trustee companies will not be 
confined to administering the estates of private indivi- 
duals, and their expert organizations may be adapted to 
meet the needs of limited companies and corporations. 
The employment by companies, both large and small, of 
their own registrar may give place to the employment of 
the bank trustee company to carry out these duties, with 
resulting economy and greater efficiency. In America, 
by the rules of the New York Stock Exchange, this prac- 
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tice is made compulsory in regard to all companies whose 
shares are quoted and dealt in, and these rules prohibit 
the same trust company from acting in the dual capacity 
of registrar and transfer agent. A trust company registrar 
will certify the validity of new share certificates only 
when old certificates representing the same number and 
denomination of shares have been surrendered and can- 
celled, and there can be no such thing as an over-issue. 
In the case of new issues, the corporate registrar’s certifi- 
cate of validation will operate as a guarantee to the 
investing public that they have been properly authorized. 
Further, an amendment of the regulations governing the 
issue of certificates may render possible the issue of new 
certificates within 24 hours from the time the transfer is 
lodged, and the practice of waiting for the next board 
meeting before this operation is effected may become 
as obsolete in England as it has become in America. 
Should such changes take place, much will have been 
done to render impossible a repetition of the unfortunate 
“Hatry ” episode. The marketability of shares will be 
improved and public confidence established. 

Again, we may experience a wide development of 
the practice whereby limited companies and corporations 
delegate their stock and share transfer work to bank 
and other trustee companies, and there is as yet nothing 
in English law or practice to prevent the same trustee 
company from acting in the dual capacity of both regis- 
trar and transfer agent. It follows that an intensively 
organized trustee company can carry out work of this 
kind upon a more economical basis than the small or 
medium-sized companies, each maintaining its separate 
office or department for the purpose. 

Lastly, is it not possible to imagine that the medium- 
sized trading company, which can announce to the world 
on its notepaper and balance-sheet that its registrar and 
transfer agent is the trustee company or department of a 
great bank, will to some extent increase its prestige in 
commercial circles? The expense would be small, but 
the confidence produced great. 


PENSION SCHEMES 


There is a noticeable increase in the number of indus- 
trial companies who are taking steps to establish pension 
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funds for their employees, in many cases arranging the 
matter upon a contributory basis. There would seem to 
be an opportunity here for the bank trustee companies 
to co-operate and to present publicity literature outlining 
such schemes in an attractive manner. From their in- 
herent nature, schemes of this kind involve the creation 
of trusts which must subsist for long periods of years, and 
the continuity of trusteeship the bank trustee companies 
are able to ensure renders them particularly suitable for 
such work. 
ORGANIZATION 

A discussion of the organization of the personnel 
which will be called for by the rapid trust company 
development is not within the scope of this article, but 
one point touching this subject, and worthy of mention, 
emerges from experiences to date: trust officers, if they 
are to do their work successfully, should not be over- 
loaded with detail work. Calmness and unfailing courtesy 
are essential if co-trustees and beneficiaries are to be 
successfully handled, and it is difficult even to appear 
to be wise if a man is flurried and steeped in a mass of 
detail work. Further, the folly of paying a high-salaried 
man to do a low-salaried man’s work is obvious. 

We have in England recently witnessed the advent 
of machine ledger posting at all our large banking 
centres, and if the bank trustee companies are to keep 
down their overhead expenses and cope with the increas- 
ing volume of work, it may not be long before they follow 
suit. The machine system is admirably adapted for 
trustee work, and is not confined solely to ledger posting, 
but can be extended to the keeping of records of every 
description. It has been in general use at all the great 
American trust companies for some years. Further, shall 
we always continue the laborious practice of having 
copies of documents typewritten, when photographic 
copies are cheaper and more efficient? The photostatic 
machine necessitates no technical knowledge to operate 
it, and surely ought to supersede the typewriter when- 
ever copies of important documents are required. Again, 
the day is not far distant when we shall cease to employ 
salaried officers to write out vouchers when the work 
can be done infinitely more efficiently and in a fraction 
of the time by the Addressograph machine. 
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PUBLICITY LITERATURE 


Efficiency is not enough. You may know everything 
there is to be known about your business, but if the public 
are unaware of its existence you are likely to be num- 
bered amongst the unemployed. A very great deal more 
could be done than is being done to educate the public 
in regard to corporate trustee work. More attractive 
handbooks dealing with the different services and written 
in simpler language could be placed before the public. 
Experience of dealing with people, be they rich or poor, 
goes to prove that the publicity literature cannot be too 
simple. 


How the City Works 
Vill. Foreign Exchanges—(b) The Bank 


and its Customer 
I the first part of this article, for the sake of simplicity, 


the expressions “cheap” and “ dear” were used in 

reference to the price of foreign currencies. The terms 
“high ” and “ low” are apt to be confusing, as practically 
all rates are quoted in the number of the foreign units to 
the pound sierling, so that the lower the actual figure is 
the dearer is the currency. 

The leading newspapers frequently refer in one short 
paragraph to rates declining and currencies depreciating, 
and the inexpert reader must pause and consider before 
he realizes that these two expressions mean exactly 
opposite things. This apparently inconvenient method 
of quoting arises from the fact that foreign centres 
naturally quote the price of a pound sterling as so many 
francs, dollars, or whatever their own currency may be, 
and for the sake of simplicity London adopts the same 
method, instead of the more natural one of saying that 
a dollar is worth four shillings and twopence, and the 
franc one and fifteen-sixteenths pence. New York 
dealers say that a pound is worth $4.86, London dealers 
say that $4.86 are worth a pound, and one can see 
at a glance how the rates abroad compare with those 
on the home markets. 

The overnight rates are quoted every morning in the 
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press in tabulated form. Unless otherwise stated, they 
may generally be taken to refer to the cost of a cheque 
or a mail transfer, i.e. an order for payment to some 
third party sent by post to an agent abroad. New York 
and Montreal are usually quoted on the basis of a tele- 
graphic transfer—that is, a cabled order to pay—this 
being the form of remittance more commonly adopted 
in the interests of speedy settlement between such busy 
centres. These T.T. (telegraphic transfer) rates are 
naturally slightly lower (dearer) than mail transfer or 
cheque rates, as the sender of the telegram will be 
debited with the payment at once, whereas if he sells a 
cheque, it will not be debited to him until it has reached 
its destination in the ordinary course of post, and 
interest is being earned in the meantime. Occasionally 
the three months’ bill rate is quoted instead of a T.T. or 
cheque rate, and this is naturally still cheaper. The 
exact difference depends on the interest rates ruling in 
the foreign centre in which payment is to be made, for 
it is there that interest is being earned in the three 
months’ interval before the payment of the draft. The 
Times makes a point of stating clearly that the rates 
quoted are T.T. rates. Many papers give no indication 
whatever of the basis of their figures. 

The Eastern and some of the South American ex- 
changes are quoted in pence to the foreign unit, and the 
Australian and South African exchanges in sterling per 
£100 of the Dominion money. 

So far we have considered all the exchanges as being 
between gold-using countries, but China and a few rela- 
tively unimportant places have silver currencies. India 
used to be a highly important user of silver, but in recent 
years has adopted the gold standard. Gold is not 
allowed to circulate, but is used as a backing for the 
silver currency. The value of the silver rupee is main- 
tained at 1s. 6d., and the Mint or Treasury is obliged to 
give rupees for gold and gold or sterling for rupees at 
that rate. Persia is the most recent country to adopt 
the gold standard. 

The exchange rates of the purely silver-using coun- 
tries are complicated by the variations in the value of 
silver in terms of gold currencies. Dealers always have 
in mind the fact that gold is not available for use 
N 





166 THE BANKER 


instead of credit transfers, and that if circumstances 
necessitate a movement of silver, it must be sold for what 
it will fetch. Uncertainty as to possible variations in its 
value makes business very difficult, as neither ordinary 
traders nor exchange dealers are willing to take the risk 
of having to remit silver in a falling market. 

If a country possesses neither gold nor silver available 
for the payment of debts, the automatic regulation is 
absent, and exchange rates will be fixed by dealers very 
arbitrarily, and will show a wide margin between the 
buying and selling prices. They will be governed to a 
very large extent by the amount of paper or token 
currency that is allowed to circulate. 

The rates published in the daily lists must not be 
taken as necessarily representing those at which the 
collection of foreign drafts can be effected. The proceeds 
of these will be dependant on the rates ruling when the 
London bank receives advice that its agents have 
obtained payment of the drafts and have credited the 
amounts received to the London bank’s account, less 
charges and expenses. 

Coupons and bonds payable abroad may be sent for 
collection, though they are perhaps more often “ nego- 
tiated,” or sold in London at rates at which it will pay 
buyers in competition to take them. The buying of 
coupons is largely in the hands of a few firms who 
specialize in this business, but banks are generally willing 
to buy cheques and bills at the current buying rates, plus 
an allowance for interest. As they, like the coupon 
buyers, always buy with recourse to the customer, they 
will usually only do so from people who keep good 
= which can be charged with any dishonoured 
drafts. 

All the big banks have their foreign exchange depart- 
ments or offices, and necessarily centralize this part of 
their work there. Orders for small amounts for sale or 
purchase are dealt with by their branches at a rate a little 
on the safe side, the difference of a few pence being 
negligible by the customer, but for large amounts the 
order is telephoned to the foreign exchange department. 
The specialists in that department will receive each 
morning a large number of advices of small orders carried 
out direct, which must be collated, and during the day 
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will receive many large orders from customers, branches, 
and from agents and correspondents abroad. The buying 
orders will to some extent neutralize the selling orders, 
but after off-setting as many as possible, there are usually 
considerable balances of various currencies to be pro- 
vided or disposed of. These must be bought from or 
sold to other dealers, together with cover for any special 
orders handled separately. 

Accounts are kept with banks in all the important 
centres of the world, the balances on which are, in a sense, 
the stock-in-trade of the operators. Demands for foreign 
currency must be met by drawing on such balances; 
purchases will go to swell them. There must be enough 
difference in the rates at which they buy and sell their 
stocks of currency to show a profit, and not enough to 
send business to their competitors. The exact figures will 
be decided upon as they feel the pulse of the market ; in 
other words, as they learn the rates at which other dealers 
are willing to do business. It is one of the most interest- 
ing developments of the use of the telephone in business 
that each operator sits in his own office beside a switch- 
board, giving direct connection with, perhaps, a score 
of other dealers, and their brief, almost monosyllabic con- 
versations pass from one to another with alrnost the 
facility of personal contact in a definite “ market-place.” 

If the bank wants to deal and finds the market unre- 
sponsive, a slight improvement in the rates offered may 
tempt someone to do business, for, as we have already 
said, dealers are quick to take advantage of any rates at 
which they can initiate a profitable transaction. If the 
operator cannot easily find a dealer on one of his own 
lines who will satisfy his requirements, a foreign exchange 
broker at the end of another private wire will probably 
be able to do so. Brokers in this market are content to 
introduce buyer and seller, who will then do their trans- 
action direct, rewarding the broker with a minute com- 
mission, usually divided between buyer and seller. 

The dealer makes a marginal note of the broker’s 
name against the entry of the bargain in his books, and 
in due course the broker sends in his claim for commis- 
sion. Dealers in the City of London usually settle 
accounts with each other and with the brokers at the end 
of the month. 


N 2 
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Assuming that an importer requests his bank to make 
a payment to someone in New York, the bank will first 
require to know definitely whether dollars or sterling are 
to be paid; in other words, whether they are to provide 
the dollars at the London rate of the day or whether the 
recipient will be advised by the New York bank that 
there is so much sterling at his disposal, which he can sell 
for dollars in New York. Usually the dollars will be 
provided for on this side, and the operator will quote 
his rate, and have a short cable sent in code to one of 
his agents in New York, ordering the payment to 
So-and-so of so many dollars to the debit of the bank’s 
account. If the bank has plenty of funds there, or has 
dollars coming into its credit, or is able to run an over- 
draft, nothing further need be done. On the other hand, 
the bank may have tocover its order by purchasing dollars 
from a dealer. The dealer will give an order to his agent 
in New York to pay the bank’s agent in precisely the 
same way as the bank has done for its customer. The 
bank’s New York account will show two entries, one on 
each side, leaving the balance unchanged. The customer’s 
account will be debited with the equivalent sterling, and 
the bank will pay the dealer in his monthly account. 
His profit on the transaction, if he covers himself at once, 
without speculating on a change in the rate by delaying, 
will be at the most one-sixteenth of a cent. in the pound, 
his nominal buying and selling quotations being given 
as “486}3—48613.” His record of transactions will 
show in four principal columns the entries of the dollars 
bought, the sterling amounts paid for them, the dollars 
sold and the sterling received. The difference between 
the totals of the two dollar columns at any given time will 
represent the balance of dollars on the particular account 
in New York upon which he is drawing and to which 
he is having his purchases credited. His profit or loss 
will be seen in the difference between the two sterling 
columns after adding in the estimated value of any dollars 
in hand. 

The accounts kept with the bank’s agents for exchange 
purposes will probably be kept separate from any others, 
such as those maintained for currency deposits. A cus- 
tomer becoming entitled to a sum in a foreign currency 
may request his bank to retain it for him in that form, 
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having a prospective object for its use, or a hope of an 
improvement in the rate of exchange. In that case it will 
remain on the bank’s account abroad, where it may form 
part of a larger sum earning interest. If it is itself a 
material amount, the bank will be willing to pass on a 
considerable share of the interest to the customer. 

Forward exchange dealings form another important 
branch of the work. These are bargains for the sale or 
purchase of currency at some fixed future date at a rate 
arranged at the time of the bargain. This suggests an 
aid to speculation, but, in fact, it is usually adopted for 
the very opposite purpose of avoiding the consequences 
of a change in the rate. Monsieur Marchand, of London, 
for example, contracts to import French goods, to be 
paid for in francs in three months’ time. As soon as the 
goods arrive, he must see about selling them, and it will 
be most important to know exactly what they are costing 
him in sterling. This he cannot do if he has to wait three 
months before buying the francs. He therefore contracts 
to buy his francs for delivery and payment in three 
months’ time at a rate fixed there and then. Thus, relieved 
of all further interest in the movements of the rate, he 
can calculate his cost price to a nicety. The uncertainty 
as to the rate will have been transferred to his bank, 
which may offset the bargain against others for forward 
buying from people who wish to fix the value of francs 
due to them at some future date, or it may rest content 
in the knowledge of sufficient francs accruing from bills 
or otherwise to its credit in time to meet the withdrawal 
it must make in three months. Or, again, it may defi- 
nitely cover itself by a purchase of francs forward to 
offset its sale exactly. If this is not possible at the 
moment, it is the practice in an unstable market to make 
sure of cover by purchasing “spot” (i.e. for immediate 
settlement), and later effecting what is known as a 
“swap,” that is, a sale of “spot” and a purchase of 
“forward” currency, only the difference in the rates 
being paid or received. Thus the bank has its currency 
in hand to meet its engagement, and has neutralized the 
difference in the rates by its “ swap.” 

The difference between ordinary or “ spot” rates and 
forward rates depends to some extent on the difference 
between the interest rates ruling at home and in the 
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foreign centre, for the bank or dealer buying “ spot” to 
cover a forward sale will lose interest at the London rate 
on the sterling expended, but gain it abroad at probably 
a different rate on the currency acquired until the 
completion of the forward bargain. 

In practice, the dependence of these and other rates 
on the interest factor is apt to be obscured by other factors 
always at work in so wide and active a market. These 
are but outlines of a subject which is perhaps more 
complicated in practice than in theory. 


Notes on Legal Cases 


By our Legal Correspondent 


HE case of In ve Simms just now reported in the 

July issue of the “ Law Reports ”—(1930) 2 Chan- 

cery, page 22—is one that not only is interesting 
and instructive to bankers on its own facts, but illustrates 
the wide-reaching legal difficulties that often unex- 
pectedly follow upon a scheme whereby a banker under- 
takes accommodation business. Verily the wisest of 
bankers—and indeed the most careful of lawyers—may 
be tripped up by the operation of legal principles which 
they do not at the moment appreciate as applicable to 
the given facts. The story is this. A builder named 
Simms needed further capital: his business was increas- 
ing. But he had to face creditors for about £28,000, in 
addition to a liability of £6,000 to a Mr. Jameson, who 
had become associated with his business. With his bank 
overdraft at Barclays Bank standing at about £6,500, that 
bank had refused further accommodation. Simms, 
through his solicitor, then approached Lloyds Bank, who, 
after investigation, agreed to advance up to £12,500 on 
the security of a debenture to be issued by a private 
company, into which Simms’s business was to be con- 
verted. Jameson was willing to leave his own debt of 
£6,000 as an unsecured debt owing by the company, but 
none of the other creditors were consulted. The company 
was duly formed as a private company limited by shares, 
with Simms and his solicitor as the only directors, and 
Simms’ whole assets were sold to the company for 
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£17,000, paid for by the issue to him of 17,000 £1 shares 
in the company, the company also undertaking to pay 
all Simms’s liabilities and to indemnify him against 
them. The debenture of £12,500 was also issued to 
Lloyds Bank, who had taken over Simms’s account from 
Barclays, paid off the overdraft and also had taken some 
title deeds Simms had deposited with Barclays as 
security. About a month after these transactions had 
been carried through, creditors of Simms began to press 
for payment, and notwithstanding that the company 
paid off some of the more pressing—indeed, perhaps, 
because of it—the rest of the creditors met together. 
Lloyds at once put in a receiver under their deben- 
ture, but Simms, being sued and failing to comply with 
a bankruptcy notice, was speedily adjudicated bankrupt. 
Thereupon the trustee in the bankruptcy moved the 
court for a declaration that the sale of the business and 
its assets to the company was void and of no effect against 
him by reason of its being a fraudulent conveyance and 
transfer under Sec. 1 Subsection 1 (b) of the Bankruptcy 
Act, 1914, and so an act of bankruptcy. Lloyds Bank 
being so vitally interested in the matter, naturally 
obtained an order to be added with the company as 
respondents to the motion, and appeared by counsel to 
argue the case against the trustee and attempt to uphold 
the validity of the company’s title by transfer of the pro- 
perty. It was obvious that Lloyds’ main security 
depended on the issue whether or not the transfer to the 
company was void or not. No one suggested any actual 
fraudulent intent in the case. But a fraudulent transfer 
of a debtor’s property is an act of bankruptcy, being 
deemed in law to be fraudulent if the effect of the transfer 
is to deprive the bankrupt of the means of paying his 
creditors—it defeats or delays creditors—and whatever 
the motives may have been, in effect, is a fraud upon them. 
In the case of In re David and Adlard, Mr. Justice 
Horridge held a transfer of a business to a company in 
good faith for shares and debentures to be a fraudulent 
transfer, and therefore an act of bankruptcy, because its 
effect was to defeat and delay creditors who wished to 
enforce their rights against the debtor. And the Court 
of Appeal in another well-known case—Ex parte Chaplin 
(26 Chancery Division)—described a transfer as fraudu- 
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lent, although the transferees had no intention of defraud- 
ing creditors, because the necessary consequence of the 
transfer was in fact to defeat or delay them—it put the 
assets beyond the reach of the creditors so as to prevent 
them from enforcing their legal rights and remedies, 
whilst at the same time the debtor had obtained nothing 
which could be a substitute or equivalent for the creditors. 
Applying this test in the case of In re Simms, Mr. Justice 
Clauson said he felt no difficulty in holding that “ the 
substitution, in place of a going business and substantial 
business assets of (a) shares in a private company which 
has taken over the debtor’s assets and liabilities and 
(b) a right of action by the debtor against that company 
on its covenant to discharge his liabilities, must neces- 
sarily have the result of delaying the creditors, and cannot 
be treated as providing something that the creditors can 
reach just as easily and satisfactorily as the assets which 
have been transferred.” He added a reference to the 
mode in which Lloyds Bank had attempted to secure 
itself by the debenture—“ that further finance should be 
secured by placing a prior charge on the transferred 
assets certainly makes the position no better for those 
who seek to argue that the creditors will not be delayed.” 
The judge therefore declared the transfer to be fraudu- 
lent as against the bankrupt’s estate as necessarily tend- 
ing to delay the creditors, and it was accordingly an act 
of bankruptcy; that the whole of the assets so trans- 
ferred formed part of the bankrupt’s estate and vested in 
the trustee, and made an order for delivery up of or to 
account for all such assets and for an account to be taken. 
The argument for the bank (really acting on behalf 
of the company, too) was that all that was contemplated 
and done was to provide fresh capital to enable the 
business to be carried on and the creditors paid, and that 
there was reasonable ground to believe that this would 
ensue. The debtor was not really insolvent at the time, 
but only temporarily embarrassed for need of fresh 
capital; and that the company was but the alter ego 
of the bankrupt. This last point clearly was bad, for the 
company was a distinct and separate person by reason 
of its incorporation. The learned judge’s decision would 
appear to be in strict conformity with the authorities. 
Several other points arose, however, that are worth 
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noting. Firstly, the bank, on behalf of the company, 
prayed in aid section 45 of the Bankruptcy Act, 1914, 
saying that the transfer having taken place before the 
receiving order and the company having had no notice 
of any available act of bankruptcy before the transfer, 
was protected by that section as purchasers for value 
without notice of any act of bankruptcy. There was the 
bona fide intention to obtain means of paying the 
creditors. This plea could not avail since the company 
(the knowledge of the debtor and his solicitor being the 
measure of the company’s knowledge) had notice of the 
facts which carry the legal result—‘ A fraudulent trans- 
action remains such (at all events if the parties knew 
all the facts which stamp it in law as a fraudulent trans- 
action) whatever may be the views of the parties that 
it may be the best thing for the debtor, or may result in 
effectually paying the creditors.” 

Secondly, the bank suggested that they or the respon- 
dent company ought to have credit for the moneys 
expended in paying in full certain of the creditors. On 
this the judge threw considerable cold water. He doubted 
such a claim for lien or payment of any such moneys. 
But his order has left open any application in that 
direction. 

Thirdly, the bank itself raised a point that they could 
claim a charge on the premises covered by the title deeds 
they took over from Barclays when taking over the 
account. To keep that point open the judge inserted in 
the order special liberty to Lloyds Bank so to apply, but 
he pointed out the difficulties that might be in the way 
of such a claim in view of Iu re Goldburg (1912) 1 K.B. 
384, and, possibly also, Im ve Connolly Bros. Ltd. (1912) 
2 Chancery 25. Whether or not Lloyds Bank may gain 
any advantage in either of these directions remains to 
be seen. The fact remains, however, that the main part 
of the scheme on which they took over the business of 
financing Mr. Simms has proved disastrous and carries 
a useful lesson with it. Had Simms’s bankruptcy not 
supervened all might have come right in the end. But 
in the position in which Simms found himself it was a 
somewhat dangerous thing to disregard the general body 
of creditors and, judging from the facts at the trial, the 
payment of some of the more pressing creditors by the 
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company did not sweeten the tempers of the remainder. 

As indirectly connected with the topic of the legal 
article in our last issue on “ Bankers’ Inquiries,” it has 
been suggested that some judicial remarks made years 
ago, long before the case of Tournier v. National Provin- 
cial Bank, had a bearing on the problem discussed in 
that case. This is scarcely correct. The aspect of the 
question we discussed last month was the position of a 
banker vis-a-vis his customer in giving information to 
outsiders. But the previous cases in which pronounce- 
ments had been made were so made in regard to quite 
another issue—namely, the complaint that some repre- 
sentation as to the credit of a customer is false and that 
some third person acting upon the representation has 
suffered damage thereby. It is true that in some cases of 
that kind such as Swift v. Jewsbury (1874) L.R. Q.B. 
301 and Parsons v. Barclay and Co. (1910) 103 “ Law 
Times,” judicial utterances have noted with sympathy and 
favour the courtesy among bankers of answering in- 
quiries—in the latter case it was judicially described as 
“that very wholesome and useful habit by which one 
banker answers in confidence, and answers honestly, to 
another banker, the answer being given at the request 
and with the knowledge of the first banker's customer.” 
But please note the last words of the sentence. This 
supports rather than disturbs the doctrine laid down in 
Tournier’s case. Our readers will observe that these 
references do not affect the question already discussed. 
But there is much in the line of cases referred to as 
affecting a third party’s remedy against a banker for any 
wrong information acting upon which the third party 
has suffered damage. 

Not long ago, for instance, a case was under review 
where in answer to an inquiry regarding the credit and 
standing of a customer a mistaken answer had been 
given to the inquiring bank, who had passed on the effect 
of such answer to its own customer, at whose instance the 
inquiry was made. That customer, acting on the answer, 
suffered loss and datnage. There is no suggestion of 
fraud—merely a careless error. What had happened was 
that the answering branch manager had carelessly con- 
fused two customers of the same surname and given the 
bad one the reputation of the good one. In such a case 
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the customer at whose instance the inquiry was made 
obviously has no remedy against his own bank, merely 
his agent to inquire. Has he any remedy against the 
answering bank? The answer would seem to be No! 
He could frame his action only in two ways: (1) Alleging 
fraud, and there was none, or (2) alleging negligence or 
breach of duty on the part of the answering bank. But, 
on the facts, that bank had no notice as to the inquiry 
having been made by the inquiring bank on behalf of 
someone else. The inquiry was made on the usual 
“private and confidential” form and was answered on 
the same form to the inquiring bank as confidential. 
What special duty was owed by the answering bank to 
the third party to whom the inquiring bank communi- 
cated the effect of the answer? Speaking generally in 
such a case a careless, inaccurate or misleading state- 
ment, but not made dishonestly, gives no ground for an 
action for damages. Of course, the case might be 
different if the answering bank made the representation 
under circumstances which showed it was intended to 
influence persons to whom it was not actually addressed 
to give credit in reliance on it. Two cases illustrate these 
propositions: Hosegood v. Bull (1876) 36 “ Law Times” 
617; Robinson v. National Bank of Scotland (per Lord 
Loreburn) (1916) S.C. (H.L.) 154. 

It is well to remind ourselves, too, that a bank is never 
liable for fraudulent misrepresentation made by one of 
its branch managers—rare cases indeed—unless the 
bank itself has signed by its proper officers a representa- 
tion in writing (Lord Tenterden’s Act). The signature 
of a branch manager would not bind the bank itself in 
the case of a misstatement fraudulently made, although 
the manager might himself be liable. (Swift v. Jews- 
bury cited above and Hirst v. West Riding Union 
Banking Co. (1901) 2 K.B. 560. 

The above note indicates the general view of the law 
on this aspect of bankers’ inquiries, although at a future 
time it may be interesting and useful to expand the 
subject. 
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International Banking Keview 


UNITED STATES 


LTHOUGH none of the rumours as to big banking 
A mergers in New York have materialized, the 
amalgamation movement among American 
banks is by no means at a standstill. The only recent 
fusion in New York is that of the Pacific Trust Co. with 
the Manufacturers Trust Co. The former’s capital is 
$8,000,000 and its total assets amount to $40,000,000, 
while the latter has capital resources of $86,000,000 and 
total resources of $471,000,000. Some out-of-town centres 
witnessed a good progress of the amalgamation move- 
ment, notwithstanding the general business depression. 
Baltimore holds the lead in this respect with two fusions 
announced within a few weeks. The Union Trust Co. of 
Maryland will absorb the Farmers and Merchants 
National Bank, and the total resources of the new bank 
will be about $75,000,000. The Maryland Trust Co. will 
absorb the Drovers and Mechanics National Bank and 
the Continental Trust Co., thereby increasing its resources 
to $47,000,000. In Philadelphia, the Metropolitan Trust 
Co. will amalgamate with the Bankers Trust Co., form- 
ing an institution with resources of $40,000,000. 
In Kansas City, the Liberty National Bank will amal- 
gamate with the Fidelity National Bank & Trust Co. ; 
the resources of the new bank will amount to 
$60,000,000. The Bancohio Corporation, Columbus, 
Ohio, is absorbing four banks, and is increasing its total 
resources to over $100,000,000. 


FRANCE 


While the years 1927 to 1929 were those of capital 
increases among the banks, the movement did not con- 
tinue in 1930. The capital of most banks has been 
adjusted to the changed situation, and the current year 
did not bring any expansion of banking activity of a kind 
necessitating further capital increases. The Union des 
Mines, which is a banking institution controlled by 
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French mining interests, has, however, raised its share 
capital from 260,000,000 francs to 270,000,000 francs. The 
new shares, which cannot be transferred without the con- 
sent of the management of the bank, have been acquired 
at a price of 295 per cent. by the Transamerica Corpora- 
tion, New York. On the other hand, the Union des Mines 
has acquired a block of the shares of the American 
institution. This exchange of shares will further consoli- 
date the connection between the French bank and the 
American group, which has already existed in the form 
of co-operation with Messrs. Blair and Co. 

In order to provide for the credit requirements 
between 12 months and 5 years, several financial 
institutions have been established in the course of the 
last few years. In France, as in Great Britain, the com- 
mercial banks confine themselves to granting short-term 
credits, while the banques d’affaires—corresponding to 
our issuing houses—undertake long-term financing. A 
class of financial institutions has developed to supply 
French industries with credits of intermediate length. 
Until 1928 there was only one company of that kind, the 
Union pour le Credit a Industrie Nationale, which was 
established in 1919 by the Credit Lyonnais and the 
Comptoir National a’Escompte, and which has a capital 
of 50,000,000 francs. In 1928 and 1929, four similar com- 
panies were formed. The Omnium Financier pour 
Industrie National, with a capital of 50,000,000 francs, 
was created by the Union pour le Credit a |’Industrie 
National. The Union Bancaire du Nord was established 
by the Credit du Nord, with the participation of Dutch 
and Belgian financial interests (Nederlandsche Handels 
Maatschappij, the Boernbond of Leuwen, and the Union 
Financiere, Antwerp). The Société Anonyme de Credit 4 
l’Industrie Francaise was established by a banking group 
headed by the Société Generale and the Banque 
Nationale de Credit. It has a capital of 100,000,000 
francs. The Union de Banques Regionales pour le Credit 
Industriel was created by the Credit Industriel et Com- 
mercial, with a capital of 40,000,000 francs. These com- 
panies raise the funds they require largely out of their 
own capital, but partly by accepting time deposits. As 
they are backed by the leading banks, they hold a strong 
position. 
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GERMANY 


The wave of bank failures seems to be practically at 
an end. Only occasional suspensions are now reported, 
and their number does not exceed normal proportions. 
At the same time, general banking conditions are far 
from satisfactory, and most banks are likely to report 
a lower profit for 1930 than for the previous year. The 
amalgamation movement has made further slow pro- 
gress. The Deutsche Bank und Disconto-Gesellschaft 
has absorbed the Stuttgart banking firm of Doertenbach 
and Cie., which will be amalgamated with the Stuttgart 
branch of that bank. This last banking firm was estab- 
lished in 1721, and so is one of the oldest in Southern 
Germany. Two Mecklenburg banks, the Rostocker 
Bank, Rostock, and the Mecklenburgische Bank, 
Schwerin, have amalgamated under the name of Ros- 
tocker Bank. The Dresdner Bank, which had a substan- 
tial participation in the Mecklenburgische Bank, will 
maintain its interest also in the new bank. Both banks 
were established in the nineteenth century. 

The accounts of the Deutsch-Asiatische Bank provide 
a welcome relief in the gloomy situation of German 
banking. This bank’s net profits increased from 257,771 
taels in 1928 to 326,966 taels in 1929. The dividend has 
been maintained at 5 per cent. on the ordinary shares and 
at 6 per cent. on the preference shares. In the balance 
sheet deposits show an increase from 3,040,000 taels 
to 3,540,000 taels, while most other items also show 
increases. 

Another satisfactory report is that of the Berliner 
Bank fur Handel und Grundbesitz, whose net profits in- 
creased from 1,126,000 reichsmarks in 1928 to 1,356,000 
reichsmarks in 1929. Its dividend remains unchanged at 
12 per cent. It has been decided to increase the bank’s 
capital from 2,000,000 reichsmarks to 4,000,000 
reichsmarks. 

On July 10, the Bayerische Staatsbank celebrated its 
150th anniversary. It was established in 1780 under the 
name of “ Hofbanco” in Ansbach, while in 1795 it was 
moved to Furth, and in 1806 to Nurnberg. It was not 
until 1920 that the bank was transferred to Munich. In 
addition to the head offices in the four cities, it has 21 
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branches. Its turnover in 1929 amounted to 49 milliard 
reichsmarks. 
HOLLAND 


Although the results of Dutch banks for 1929 were not 
particularly affected by the depression of trade in the 
motherland and in the colonies, the balance sheet figures 
show a decline ofactivity in most branches of business. The 
net earnings of the Nederlandsche Handel-Maatschappij 
for 1929 amounted to 8,660,000 guilder, or the same as the 
preceding year. The dividend remained unchanged at 
10 per cent. The balance sheet total declined from 683 
millions to 653 millions, largely as a result of a decline of 
the item “ current account creditors.” The Nederlandsch- 
Indische Handelsbank increased its net earnings from 
6,230,000 guilder to 6,390,000 guilder. Its deposits and 
current account balances declined from 1424 millions to 
135 millions of guilders. 


SWITZERLAND 


An arrangement has been concluded between three 
leading Geneva banks, Union Financiére de Genéve, the 
Comptoir d’Escompte de Genéve, and the Banque de 
Dépots et de Crédit, for the establishment of close co- 
operation. The three banks will retain their identity, but 
there will be an interchange of directors, and the institu- 
tions will co-operate in financial transactions of impor- 
tance. As the Union Financiére de Genéve and the 
Banque de Dépdts et de Crédit are controlled by a num- 
ber of Geneva private banking firms, their co-operation 
with the Comptoir d’Escompte de Genéve results in a 
significant pooling of the banking resources of that centre. 
The capital of the Comptoir d’Escompte is 60,000,000frs., 
that of the Union Financiére 50,000,000frs., and that of 
the Banque de Dépéts et de Crédit is 15,000,000frs. The 
arrangement has aroused considerable interest in Swiss 
financial circles, and it is believed to foreshadow the 
amalgamation of the three banks. The Union Financiére 
is primarily a financial house, while the two other banks 
are mainly commercial banks, though they are also 
engaged in issuing activity. It is believed that, for the 
present, their co-operation will confine itself to the flota- 
tion of new issues in the western Swiss market, where 
they have gained a predominant position. 
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AUSTRIA 


As a result of the issue of the Austrian loan, the 
Government will be in a position to repay the Austrian 
banks the advance received from them for the purpose 
of carrying out the public works for which the loan has 
been raised. The release of these funds will enable the 
banks to increase their credits to Austrian trade, though 
in the present quiet conditions the demand for credit 
accommodation is far from excessive. 

The net profits of the Mercurbank for 1929 amounted 
to 1,379,000 schillings. A dividend of 120 schillings per 
share has been declared. The New York banking firm 
Hallgarten & Co., has a participation in the bank. The 
Oesterreichische Credit-Institut fur Offentliche Unter- 
nehmungen und Arbeiten has decided to increase its 
capital from 6,250,000 schillings to 16,250,000 schillings 
through the issue of 200,000 shares of 50 schillings each. 
The new shares will be taken over by the Federal 
Government. 

CZECHOSLOVAKIA 


The net profit of the Anglo-Czechoslovakian and 
Prague Credit Bank, established recently as a result of 
the amalgamation of three banks, amounted to 25,429,000 
crdwns for 1929. The dividend has been fixed at 54 per 
cent. The new bank’s share’ capital amounts to 
235,000,000 crowns, and it has reserves of 139,777,052 
crowns. Deposits amounted to 1,314 million crowns. 

The Bank of the Czechoslovak Legions has acquired 
from the Bohmische Escomptebank und Kreditanstalt 
the control of the Slovakian General Credit Bank. The 
last-named was established after the war with the object 
of taking over the Slovakian branches of the Hungarian 
General Credit Bank. Two industrial enterprises con- 
trolled by the bank were retained under the control of 
the Bohmische Escomptebank und Kreditanstalt. 


ROUMANIA 
The net profits of the Ost-Bank, Cernauti, for 1929 
amounted to 15,452,000 lei, against 12,266,000 lei for the 
preceding year. Its turnover increased from 54 milliards 
to 71 milliards. The dividend has been fixed at 12 
per cent. 
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BULGARIA 


The annual report of the Banque Hypothecaire de 
Bulgaria, in which British capital is interested to some 
extent, states that the bank’s loans to date amount to 
380 million leva. The bank has had to restrict the grant- 
ing of fresh loans, as up to now it has not succeeded in 
issuing a mortgage loan abroad. 


SPAIN 


The Bank of Spain has fixed its dividend at 11 per 
cent. for 1929, or the same as last year. The net profits 
of the Banco Urquijo Catalan amounted to 1,180,000 
pesetas for 1929, against 1,230,000 pesetas for 1928. The 
dividend remained unchanged at 74 per cent. The Banco 
Pastor, which was established in 1776, earned a net profit 
of 2,749,000 pesetas in 1929, against 2,583,000 pesetas 
in 1928. 





The Bank for International 


Settlements 


MEETING of the board of directors of the Bank 
A for International Settlements was held at Basle 
on July 14. An official statement confirmed that 
ten central banks—those of Austria, Czechoslovakia, 
Roumania, Bulgaria, Hungary, Greece, Poland, Finland, 
Denmark and Danzig—have taken over and paid for the 
4,000 shares of the bank allotted to each of them. A 
similar number of shares are reserved for the Yugoslav 
National Bank and for the Bank of Portugal, which they 
can take over as soon as they return to a gold basis. It 
has been decided not to deal with further applications 
for shares until the autumn. The board agreed that the 
bank should act as trustee for the new Austrian loan. 
The policy of the bank as to the investment of funds, 
etc., has been approved by the board. The status of the 
staff has also been regulated ; it has been decided to con- 
clude three years’ agreements, with a compensation of 
six months’ salaries in case the contract is broken. 
Two further interesting appointments have been 
announced. Dr. Basch, the well-known Czechoslovak 
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economist, has been appointed to represent the Czecho- 
slovak National Bank on the Liaisons Department of the 
bank. Dr. Hans Simon, late director of the Anglo- 
International Bank, has also been given an important 
post. The rank and file of the staff has been recruited 
largely from the permanent staff of the League of Nations 
secretariat and from local applicants. 

The following is the first monthly return of the bank 
(in Swiss francs at the par of exchange), dated June 30, 
1930. The figures in brackets show the percentage borne 
by each item to the total assets or liabilities : — 


LIABILITIES. ASSETS. 

1. Authorised capital 200,000 Frs, % 1. Cash: On hand or on Frs. % 
shares cash of 2,500 Swiss gold current account with banks... 5,120,427°0r (0-5) 
francs’... coe eee +++ 500,000,000 2. Funds employed at sight... 23,046,207°46 (2-1) 

Issued capital 164,000 shares 410,000,000 Funds employed at short 

Of which 25 per cent. paid-up 102,500,000 (9-4) notice not exceeding 

2. Special deposits : 15 days ... ons +++ 443,337,877°34 (40°8) 

Annuity trust account «ss 1§1,230,713°84 (13° Funds employed between 
German Government deposit 123,533,891°40 (11° 15 daysandgodays ... 27,684,147°37 (2-6) 
3. Sight deposits : 3. Investments not exceeding 
Central banks : go days at cost :— 
(A) For their own account 111,106,650°5r (10- Bills and acceptances _ see 239,294,955°00 (220) 
(B) For account of others 153,676,724°61 (14° Marketable Treasury Bills... 261,351,777°56 (24:1) 
Other deposits eo wh 3,642,433°24 (0° Other short term invest- 


4. Time deposits : ments 15,920,538°25 (1-5) 


Undistributed proceeds of the 4. Investments exceeding go 
German Government In- days at cost eve wns " 
ternational 5} p.c. Loan, 5. Other assets oes ese 1,612,446°10 (0°1) 
1930 eee eee . 438,198,394°45 

5. Miscellaneous items ane 1,831,993°36 


68,352,425°33 (6-3) 


Total liabilities ... Frs. 1,085,720,801- 42 Total assets... Frs, 1,085,720,801 +42 


It will be noticed that the accounts are expressed in 
Swiss francs at the “par of exchange,” and this in 
itself represents an approach to the use of a theoretical 
international currency, whose units represent nothing 
more than a given weight of gold. Apart from the 
bank’s issued and paid-up capital, its liabilities fall 
mainly under three headings. The first is “‘ Special 
Deposits,” consisting (a) of the Annuity Trust Account, 
established under the Hague Agreement, and shown as 
standing at the minimum sum of Frs. 151-2 millions, 
which the creditor States have agreed to leave on deposit 
in the Trust Account; and (d) of the German Govern- 
ment’s Deposit, amounting to Frs. 123-6 millions on 
June 30, and representing the deposit of Mks. 100,000,000, 
which Germany has to keep at the International Bank 
under the Hague Agreement. From the bank’s stand- 
point, the important point to notice is that these deposits 
cannot fall below the level at which they now stand. 
In fact deposits of this character are due to be increased, 
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for the French Government must eventually lodge 
10 per cent. of the French share of the proceeds of the 
recent Reparations Loan. Next comes sight deposits. 
Omitting a minor item, these consist partly of money 
lodged by central banks on their own account, and 
partly of money lodged by central banks on account 
of others. The former of these sums amounted to 
Frs. 111-1 millions, and may also be regarded as 
unlikely to be withdrawn. The latter sum, amounting 
to Frs. 153-7 millions, probably represents reparations 
money belonging to various allied governments, but 
not yet withdrawn; this, of course, is far from per- 
manent. Finally, comes a time deposit of Frs. 438-2 
millions, representing the undistributed proceeds of the 
reparations loan. According to one suggestion, this 
sum is actually the proceeds of the American quota 
of the loan, and was due for distribution to the recipient 
Governments on July 10. To sum up the position, 
the bank has outside liabilities of Frs. 983-2 millions, 
of which Frs. 385-9 millions are unlikely to be disturbed. 
Its assets consist firstly of cash on hand, and on current 
account with other banks, amounting to Frs. 5-1 millions; 
next of “‘ funds employed ’’—i.e. money at sight or short 
notice (mainly not exceeding 15 days)—amounting to 
Frs. 494:0 millions; next bills and other investments 
not exceeding go days, amounting at cost to Frs. 516-6 
millions; and finally a relatively small holding of 
Frs. 68-4 millions of investments exceeding go days. 
A moment’s inspection of these figures shows that the 
bank occupies an unusually strong and liquid position, 
especially as a substantial proportion of its liabilities are 
of a permanent character. The balance sheet is drawn 
up clearly and lucidly, and the only information lacking 
is exactly where the bank’s assets are employed. The 
probable explanation of this is that the bank’s assets 
are being changed over so frequently that information 
as to their whereabouts on the particular date of the 
balance sheet would not be of very much use. It is, 
however, believed that the bank has not so far transferred 
funds acquired in one centre to other centres. The 
bank has not yet obtained any gold, nor has it yet 
organized the international clearing system provided for 
by the founders of the bank. It has, however, already 
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embarked upon its task of acting as transfer agent for 
reparations, and is possibly to some extent acting as a 
clearing house for exchange operations of central banks. 
As the bank develops its full functions, its balance sheets 
will probably undergo important modifications. 









Banking and Cheap Money 
in the United States 


By H. Parker Willis 


HAT appears to be a long continued period of 
‘‘cheap money” has opened in the New York 


market. The beginning of it dates back to the 
panic of 1929, when a 6 per cent. discount rate was in force 
at the Reserve Bank of New York as well as at several 
other institutions of the system. Immediately after the 
panic developed its full force, a first reduction was under- 
taken, and this was followed at intervals by subsequent 
reductions of $ of 1 per cent. each until the present level of 
24 per cent., established on June 18, was reached. There 
have, therefore, been seven individual cuts of 4$-point 
each, ending with a rate of 24 per cent., or the lowest that 
has been touched in Federal Reserve history. 

At the same time that this great reduction in reserve 
rates was going forward, there was a parallel reduction 
of opeu-market rates. These rates had risen as high 
as 15 to 20 per cent. during the summer of 1929, and had 
fluctuated quite consistently around a level of 9 to Io 
per cent. It was supposed by many that the high open- 
market rates thus established were in many respects 
responsible for the evils which preceded and led to the 
panic. Indeed, this was explicitly stated by both British 
and American economists in commenting upon the panic 
itself. Their thought, briefly expressed, was that the effect 
of the very high rates had been to draw funds from all 
over the world to the New York market, and thus to 
deprive other countries of cash which they needed, while 
the New York market absorbed cash which it did not 
need and which simply served as fuel to the speculative 
conflagration. 
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It seems to have been assumed that, with the reversal 
of discount policy and with a curtailment of Federal 
reserve rates, open-market and call figures would follow 
the discount rates downward and eventually a level 
would be reached at which an abundance of “cheap 
money ” would act as a counter-irritant to the ailments 
that had been brought about by high rates. As a matter of 
fact, call rates in the open market eventually reached 14 
per cent., and during the latter part of June, it is under- 
stood, some “ day” loans were made at an even lower 
figure. Yet funds have remained in excessive supply. 

The question as to what the effect of this situation has 
been and is being upon banking conditions is exceedingly 
interesting, both for the light that it throws upon the 
opinion of various economists that lower rates would 
immediately counteract the evils which had previously 
made themselves apparent, and also for the information 
it furnishes with respect to the question as to how far the 
banks have been affected, one way or the other, by the 
alteration in the “ cost of money. 

The following table shows the actual changes, as com- 
pared with a year ago, that have occurred in the situation 
of the weekly reporting banks of the Federal Reserve 
System :— 


Change 

June 25, 1930. during year. 

$ (million). $ — 
Loans and investments, total . . aa 23,140 + 9a 
Loans, total .. ea <a ‘a 17,059 + 381 
On securities .. es a os 8,487 + 948 
All other .. she a ia bs 8,572 — 567 
Investments, total T ‘“ os 6,081 + 352 
U.S. Government securities .. - 2,877 - 
Other securities .. xi 3,204 + 370 
Reserve with Federal Reserve banks .. 1,779 + 109 
Cashin vault .. “s - + 216 - 
Net demand deposits .. a v 13,500 + 542 
Time deposits .. - ‘a ‘i 7,273 + 510 
Government deposits .. “ os 212 - 48 
Due from banks és ae 1 1,358 + 273 
Duetobanks .. 3, yr + 544 
Borrowings from F ederal Reserve Banks — 661 


It will be observed that, as shown by the statement, 
distinct increases have occurred both in investments and 
in loans on securities. If a contrast be made between the 
position at the close of June last and the corresponding 
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position of, say, three months ago, it will be found that 
the characteristic of the past three months has been the 
increase of investments, whereas the characteristic of the 
preceding three months had been the steady recovery and 
growth of the item of loans on securities. As liquidation 
progressed during the last few weeks, and as the disposi- 
tion of speculators to desert the market became more pro- 
nounced, loans on securities have tended to diminish. 
Brokers’ loans during the month of June dropped by 
about $600,000,000, as shown by Federal Reserve 
figures. Stock exchange returns show a loss of over 
$1,000,000,000, and, while a considerable part of this 
recession was merely represented by shifts from brokers’ 
loan account to loans on securities, a large part of it 
represented actual retirements from the market and pay- 
ments of loans raised against securities, no matter 
whether the loans had been obtained from brokers or 
direct from banks. To some extent the discrepancy 
between the two sets of figures is due to large loans made 
to investment houses for carrying unsold bonds of recent 
issues. 

The situation as to investments is, however, directly 
traceable to the lowness of money rates in the New York 
market. As banks have found that the pressure on them 
required liquidation, they have tended in many cases to 
draw in funds which they have had on call there. As 
other banks have found their commercial loans falling 
off, they have been desirous of maintaining their revenues 
as far as they could in order to be sure of keeping up 
their payments to stockholders at regular dividend dates, 
and this has led them to go into the market and buy 
bonds. Such bonds are mainly of a high-grade character, 
with a yield of from 44 to 5 per cent. net, and they have 
been paid for out of funds which had previously been 
bringing the banks about 2 per cent. in the form of short- 
term loans. The result of this phase of banking policy 
has been that bank resources have changed over from 
call, or very short, loans to investments or security 
holdings. Incidentally, it may be noted that one result 
of this process has been to xeep up the demand for bonds, 
and thereby to maintain their selling value a good deal 
higher than otherwise would have been expected. 

While the “reporting member banks” have been 
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buying bonds as described above, the non-reporting 
banks, both member and non-member, have been suffer- 
ing an entirely different experience. As is well known, 
the reporting banks are, most of them, relatively large 
institutions. They are situated in one hundred of the 
principal cities of the United States, and their condition 
represents the condition of the stronger banks of the 
country. The non-reporting banks, which include the 
smaller institutions, have found themselves under the 
necessity of getting money in some way. Most of them 
are not members of the Federal Reserve System, and 
could not go to the reserve banks for accommodation, 
even if so minded. As facts are now demonstrating, 
moreover, they are not in possession of a great deal of 
paper that will be eligible at reserve banks, but a great 
many of them have portfolios that are very largely filled 
with slow, long-term, “frozen” obligations. In these 
circumstances, demands brought to bear on them for 
funds, whether from depositors out of work and in need 
of their savings, or from depositors lacking confidence in 
the solvency of the banks, have had to be satisfied either 
by selling their investments, or requesting borrowers to 
settle obligations which they had made in the past with 
bonds or stocks as security. To what extent such sales 
have offset the purchases by the larger banks would be 
merely a matter of estimate, but leading investment 
houses in New York think that sales thus made have 
been most substantial in their effect upon loans protected 
by stocks, and that the actual sales of bonds held by the 
smaller banks have been far less influential. The forced 
sales of stocks, made at the instance of the country banks, 
have been in no small degree the origin of the extensive 
“dumping” from which the stock market suffered 
during June. 

The theoretical bearings of this change in the policy 
and holdings of country banks may now be considered. 
The outstanding fact in this connection is that the country 
banks are evidently using the stock market as a kind 
of central bank, their security loans and their invest- 
ments being treated as a sort of secondary reserve upon 
which they draw for the purpose of protecting them- 
selves when necessary. The reserve system serves as a 
protection to the larger banks, both state and national, 
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and to some extent at least to the small national banks. 
But the reserve system has, of recent years, become more 
and more exclusive, guarding its resources carefully in 
such a way as to prevent non-member banks from 
obtaining the use of them. The reserve banks in the 
interior have failed or refused to establish a local dis- 
count market, inasmuch as they have apparently felt that 
this local discount market would serve too greatly to aid 
the non-member banks of the interior and might thus 
keep them from becoming members. They have there- 
fore drained away the spare funds of their own members, 
sending them to New York for investment in banker’s 
acceptance, and thus indirectly allowing them to be 
loaned in the stock market. The small non-member 
banks have been obliged to care for themselves as best 
they could, either by making connections with city banks 
which have held their reserves, or else by maintaining 
investments of a supposedly liquid character, and loans 
protected by collateral security which was likewise 
supposed to possess some element of liquidity. 

How has the stock market served this central banking 
purpose? The answer is obvious and is furnished by 
the decline that has taken place from a level indicated 
by an index of about 290 points in the early autumn of 
1929 to an index of about 182 points at the close of June 
1930. Within these eight months there was a shrinkage 
of about 100 points in stock values. Bond values did not 
decline, but, if anything, tended to rise slightly. The 
small banks have thus been able to realize without much 
loss upon first-grade bonds if they held them, and probably 
without very great loss upon poorer quality bonds. In 
so far as their customers had borrowed on the strength 
of stocks as collateral, they have of course been subject 
to terrible losses if driven to realize between the dates 
above cited, while the banks themselves, in most cases, 
did not have a sufficient margin of protection, and so were 
obliged to accept in many cases other security of a less 
satisfactory kind or unsecured notes of borrowers who 
had not been able to realize, upon their collateral security, 
a sufficient amount of money to pay off their loans. The 
first and most important conclusion with reference to 
the policies of the smaller banks is thus found to be 
exceedingly adverse, if judgment be based upon the ex- 
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periences of a major crisis. The small banks simply 
cannot afford to view their collateral loans as a form of 
safe secondary reserve. 

How has cheap money affected this situation? 
Unquestionably, one purpose in lowering rates of interest 
at reserve banks, and in endeavouring to force down 
rates in the outside market, was to maintain the price of 
bonds and thereby to enable such banks as found it 
necessary to do so to liquidate without loss. So far as this 
goes, the plan has had some success. The other phase 
of the policy, and perhaps the more important, was 
intended to be that of encouraging holders of stocks to 
go on carrying them, because of the fact that, with rates 
of interest as low as they have been, the dividends on the 
stocks made it a profitable investment to carry such 
shares, paying the interest on the loans and deducting it 
from the dividends. Of course the assumption here was 
that the low rates established at reserve banks would 
either be passed on to the customers of all banks, 
or else that the latter, finding that their own banks did 
not pass on the lower rates to others, would move their 
loans out of the small banks and into the hands of brokers 
who would be able to borrow in large sums on the 
stock exchange at the current rates of 24 or 3 per cent., 
and would then share the advantage of these low rates 
with customers. In this expectation, the reserve banks 
have reckoned without their host, and of course have 
been fundamentally disappointed. The member banks 
do not voluntarily extend low rates to their customers. 
As a matter of fact, the business public is now paying 
about as much for its money as it did before the panic. 

American country banks, moreover, usually do not 
establish varying rates for loans protected in different 
ways, but they habitually charge a flat rate for practi- 
cally all loans. The result is that borrowers at small 
banks, whose loans have been protected by stock 
exchange collateral, have not received, in any respect, 
the advantage of the low rates established by the reserve 
banks, but, on the contrary, have been obliged to pay as 
much as before, and in some cases to put up additional 
collateral, so that the carrying of their loans has become 
harder and more expensive rather than easier and 
cheaper. As for moving their loans out of the banks and 
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into the hands of brokers, they have no facilities for 
doing any such thing. Indeed, as statistics show, the 
whole tendency of recent months has been to move loans 
out of the hands of brokers and into those of banks, 
because of the constantly increasing margin require- 
ments of the brokers, and the narrowness of the policy 
that many of them have followed in hastily “ selling out” 
their customers when market prices were unstable. The 
cheap money thus has not benefited the borrower at the 
banks, and consequently the anticipated effect of it in 
inducing the public to keep open their speculative com- 
mitments has been of no importance. In fact, experience 
shows more and more ciearly that few individuals buy 
stocks in order to make the difference between dividends 
and rates of interest. They borrow in order to make 
profits represented by changes in the capital value of the 
stocks themselves. It is well worthy of note, in this con- 
nection, that since the beginning of the year 1930, there 
have been nearly 300 reductions or cancellations of divi- 
dend in the New York market. A good many initiations 
or increases of dividend tend to offset this record, but 
this of course adds to the instability or uncertainty of 
the whole dividend situation, and to that extent tends to 
militate against any plan to select stocks for speculative 
holding on margin because of earnings to be obtained 
through the receipt of dividends in excess of loan interest. 

The effect of the cheap money experiment upon 
business itself must also be carefully considered in order 
to get a complete picture of the bearing of it upon 
banking. As has often been noted, the period before the 
panic of 1929 was, in the United States, a time of trans- 
formation in the borrowing habits of American business 
enterprises. Not a few concerns in every part of the 
country which had been in the habit of going to their 
banks for accommodation, carrying it as long as needed 
and then from time to time “cleaning up,” completely 
changed their policy. They now went into the stock 
market for new capital, issuing preferred stocks, deben- 
tures or bonds. With the proceeds, they paid off their 
banks and retained a sufficient amount of fluid cash to 
make them independent of the banks. In seasons of slack 
demand they lent these funds in the stock market, thus 
giving rise to the great body of loans made by “ others,” 
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while in seasons of urgent demand they called in these 
loans and used them for business needs. Owing to the 
rather ridiculous attitude of the public toward stocks (an 
attitude that was represented by a willingness to buy 
them at figures amounting to 20 to 40 times net earnings), 
the business houses which thus changed their method of 
borrowing often obtained their funds very cheaply. So 
long as they were able to keep their funds employed in 
slack times, at a rate that represented the equivalent of 
disbursements to security holders, they had apparently 
made a good thing of the situation. 

A study of balance sheets during the past six months 
throws a new light on these conditions. The half-year 
has seen a great falling off in earnings. Many business 
houses have practically earned nothing at all, or in some 
cases have incurred losses. A considerable proportion 
of them, too, have found themselves in an unnecessarily 
strong cash position. They were carrying large bank 
balances, at the same time that they had outstanding great 
issues of bonds and preferred stocks on which they had to 
pay substantial rates of interest, while the bank balances 
could be lent only at 24 or 3 per cent. The other side of 
their fiscal policy now made itself apparent. With small 
earnings, owing to the diminishing sales, they found them- 
selves obliged to keep up their capital expenses at a high 
level, whereas in former times they would merely have 
taken up their bank paper and left the bank to find some 
way of investing its resources and at the same time main- 
taining earnings. The experience has given a good many 
business men who were rejoicing in their own shrewd- 
ness prior to October, 1929, some ground for reviewing 
the situation from another angle. 

Of course the business houses have carried their 
balances in banks, so that the banks in many cases have 
thought it necessary to find some means of investing 
their resources, and have themselves gone into the bond 
market, as already described. On the whole, they have 
for reasons already fully set forth, thus tended to become 
less and less liquid, notwithstanding the fact that in 
periods of panic and depression in the past, American 
banks have tended to grow more liquid rather than less. 
They have, on such occasions, habitually seized the 
opportunity for setting their houses in order, strengthen- 
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ing their cash position and getting into a better state to 
meet demands upon them. They are not doing so now. 
The figures already cited in the early part of this dis- 
cussion have shown remarkable increases in investments 
and in loans on securities since a year ago, and the result 
unquestionably will be, as business improves, to leave 
the banks in a less and less favourable position to finance 
the increasing needs of business, except in so far as the 
reserve banks may be able to furnish them with the 
necessary funds through rediscounting. 

The facts thus briefly set forth are already beginning 
to attract the attention of a great many practical business 
men as well as of many “ economists,” who before the 
panic had palliated the unsound practices then in vogue, 
apologizing for the latter by announcing that “a new 
era” had arrived, in which the “older laws of econo- 
mics” had been “suspended.” There is a different atti- 
tude to-day, and an increasing disposition to regard the 
whole reserve bank policy of the past three years as 
having exerted an influence upon business and banking 
generally that is little short of disastrous. In so far as the 
cheap money culmination of the policy is concerned, it 
has utterly failed in its object, for it has resulted, as just 
explained, in no improvement whatever of the situation, 
since it has neither protected the stock market nor safe- 
guarded the banks, whether small or large. The result 
of this perception has been a disposition to complain that 
the Reserve System is not carried on by men of suffi- 
ciently large calibre, and particularly to express regret 
that the late Governor Strong, of the Federal Reserve 
Bank of New York, had left no successor trained to take 
his place. Of course this ignores the fact that the present 
Governor of the Bank of New York, after the death of 
Governor Strong, was represented as having been 
especially trained by the latter to succeed him, while it 
further neglects the circumstance that the reserve bank 
policy which has culminated in such disaster is the very 
one which was initiated by Mr. Strong himself and had 
been definitely established before the time of his unex- 
pected death. As to the Federal Reserve Board, it 
has pursued exactly the same policy or lack of policy 
that it was following for a few years prior to the panic, 
during which time it was being praised by many 
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“economists,” both British, Swedish, American and 
others, for its wonderful success in “stabilizing the 
price level.” 

The final chapters of the experience of the United 
States during the panic of 1929 have not yet been 
written. There is much yet to come, and many dark 
corners into which light must be thrown, before any con- 
clusive judgment can be arrived at with respect to the 
banking and financial policies that had so much to do 
with the bringing on of the panic. What is here said 
relates only to one phase of the situation, namely, the 
effect of the cheap-money policy of the system upon the 
condition of the outside banks and of their borrowers. 
The resumption of a terrible epidemic of bank failures 
which is now raging, with very little said about it, among 
the small banks of the interior of the United States, fur- 
nishes convincing evidence of the general accuracy of 
the conclusions which have been set forth herein. 
We may say with considerable assurance that reserve 
banking, as practised in the United States at the present 
moment, is a very powerful agency in establishing 
hazardous, inflated conditions of banking and business, 
but that it has not proved an equally efficient means of 
moving away from such conditions and returning to 
safer, more conservative, and less expanded portfolios 
among the banks of the country. As for the question of 
personnel and the problem whether the methods followed 
are due to a lack of ability—a subject very much dis- 
cussed by such bodies as the Chamber of Commerce of 
the United States—the whole question has been summed 
up in the conservative statement that reserve bank 
organizations have fallen under the domain of politics, 
with the invariable concomitant of withdrawal on the 
part of efficient managers. ‘“ Cheap money ” and banking 
politics have always gone hand in hand in American 
history, and they have continued to do so in this, the latest 
and saddest experience of all. 
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The Banker’s Review of Reviews 


English Reviews. 


HE economic situation in this country at the present 

time, with an ever-increasing number of unem- 

ployed, is very far from satisfactory, and any sug- 
gestions concerning the causes of this depression must 
be most welcome. Such suggestions may be found in 
several of the current reviews. MARTINS review for June 
has a short but interesting article on “ Wholesale and 
Retail Prices,” wherein it is shown that, while whole- 
sale prices are now only 17:2 per cent. above the 1913 
level, retail prices are 55 per cent. above the pre-war 
level. Thus “ the fall in prices of food and raw materials, 
which has inflicted so much loss on producers and on all 
whose business it is to carry and distribute stocks of com- 
modities, has led to a state of glut, which would be much 
more easily relieved if the ultimate consumer, who buys 
finished goods in the shops and market places, were able 
to do so at prices which more closely reflected those of 
the raw articles.” Then increased purchases would result 
which would assist trade revival. 

The WESTMINSTER review for June advocates increased 
saving on the part of the “ poorer” members of the com- 
munity as one of the solutions of our present problem. 
The writer analyzes in a masterly manner the propor- 
tionate annual contributions to the accumulated wealth 
of Great Britain made respectively by “rich” and 
“poor,” and the manner in which these sums are invested. 
For the purposes of this article he includes under the 
term “ poor”’ all families having an income of less than 
£2,000 per annum, and he states that the standard of 
life of this class has improved enormously, but that it is 
in the highest degree desirable that this should not in- 
volve a disproportionate national financial sacrifice, for 
“the volume of the national capital will inevitably be a 
dominant factor in the time-table of industrial revival.” 
Turning to the small investor’s “spending power,” the 
writer emphasizes the importance of his not spending an 
appreciable part of his income along wasteful lines, 
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thereby giving a disproportionate stimulus to luxury 
trades. The writer concludes by emphasizing the moral 
aspect of wise spending and saving: “ Self-respect and 
self-reliance, which are the offspring of thrift, are national 
assets, the importance of which cannot be overrated.” 

The problem is attacked from another angle by Sir 
Josiah Stamp in LLoyDs review for July in an article 
entitled “ A Stable Price Level.” He points out that “ the 
fall of 25 to 28 per cent. in the price level in the last four 
to five years, during which we have assumed that, being 
on a gold standard, we have the true basis of economic 
equilibrium and stability, not subject to the vagaries of 
paper currencies, has been unprecedented in modern 
history, and most far-reaching in its consequences.” He 
analyzes the various impediments to satisfactory trade 
which are furnished by arbitrary movements in gold, the 
“common denominator of value.” But he does not state 
how these movements can be obviated, though he indi- 
cates the lines along which this monetary advance will 
be made. 

Other articles in LLoyDs review are “ The War Loan 
Problem,” wherein is discussed the feasibility of a new 
conversion loan, and “ The Bank of England’s Issue 
Department,” which is the second article in this financial 
series and deals historically and practically with the note 
issues of the Bank of England. 

The principal article in BARCLAYS review for July 
deals with Foreign Exchange Stability, and points out 
the importance of factors of a purely monetary nature 
in the post-war period. For example, Germany’s imports 
in recent years have exceeded her exports ; further, she 
has had to make large foreign payments on reparations 
account, and yet the mark has, on several occasions, 
stood at a premium in relation to sterling and to the dollar 
because of Germany’s heavy foreign borrowing, and the 
need of remitting the borrowed money thither. It is 
impossible in the space at our disposal to summarize this 
lucid analysis, and all our readers interested in foreign 
exchange problems should obtain this review. One point 
may, however, be emphasized here: “ To a greater extent 
than has been the case in the last few years, gold move- 
ments must be allowed to produce their normal effect 
on the credit situation of both the country that receives 
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and the country that loses the metal, as, otherwise, their 
influence in bringing about an adjustment of the position 
is largely curtailed.” 

The MIDLAND devotes five pages of its June review 
to a consideration of “ Rationalizing Reparation,” under 
which title it is shown how the Young Plan has clarified 
the problems and simplified the machinery of repara- 
tions. There is, perhaps, nothing very novel in this 
analysis, but it cannot fail to help the reader to under- 
stand the present position. The article commences by 
showing the diminution of Germany’s liability since the 
Treaty of Versailles by comparing that treaty with the 
Young Plan. “All that has happened is that the first 
digit has been deleted from the original reparation 
debt,” i.e. Rmk. 36,000 million instead of Rmk. 132,000 
million. It is then shown that the “responsibility for 
conversion of marks into external currencies is shifted 
on to the shoulders of Germany,” and that the new plan 
does not make Germany’s balance of payments any 
lighter than under the Dawes Plan, and hence depends 
for its success on: (1) Germany’s progressive prosperity, 
and (2) the continuance of the willingness of world 
investors to lend money to Germany. 

‘The writer then considers the possible scope of the 
future activities of the Bank for International Settle- 
ments: The first and most important, and sole compul- 
sory, function of the Bank is to serve as trustee for the 
creditors on account of reparations, and “its monetary 
activities can be developed only as time passes and con- 
fidence grows in its ability to work for the benefit of the 
world’s economy as a whole without supposedly ill effects 
on the economy of particular countries.” These possible 
monetary activities of the Bank are then divided by the 
writer into four sections:—(1z) The advancement of 
central bank co-operation, (2) the transference of gold 
between central banks without physical movement (that 
is, the bank may act as a clearing house), (3) the relief 
of the strain on particular exchanges by facilitating the 
international movement of funds, (4) the stabilization of 
the value of gold by ensuring an even expansion of credit 
supplies irrespective of the gold supply. While realizing 
that this last activity belongs to the “ more distant and 
hazy future,” it is pointed out that in the past few years 
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tentative efforts have been made towards closer co-opera- 
tion between central banks in the interests of the general 
welfare of the world, though “the pace is set by the 
slowest.” If the Bank can quicken the pace large-scale 
monetary disturbances may be reduced or eliminated 
and “humanity will have found relief from one of its 
heaviest economic burdens.” 


Foreign Reviews 


The MONTHLY REVIEW OF CENTRAL EUROPE for June, 
published by the Anglo-International Bank Ltd., also 
has an interesting article on the reparations loan and 
considers that there is no cause for pessimism regarding 
Germany’s solvency. The article concludes that the 
proceeds of this loan should enable Germany to tide 
over the immediate future, and that when world condi- 
tions of trade improve she may be “ better equipped to 
profit by them than many, if not most, of her 
competitors.” 

The problems and difficulties in agriculture are evi- 
dently as acute in some Continental countries as in our 
own. The HUNGARIAN GENERAL CREDITBANK review for 
June contains an article dealing with the difficulties of 
cereal growing in Hungary. This country, which has all 
the best natural conditions for cereal growing, is finding 
it increasingly difficult to meet the competition of foreign- 
grown cereals. The writer attributes the depression in 
the industry to the enormously increased production and 
intensive mechanization overseas, coupled with a change 
in the system of alimentation. Whilst the first cause is 
undoubtedly true, the second is probably of only minor 
importance. Bread made from one cereal or the other 
is still the staple food for the great mass of the people in 
Europe, and a change, if any, in foods consumed by the 
richer and smaller mass of people is hardly likely to 
affect the demand for cereals. 

Hungary is in the particularly difficult position of 
being a European exporter of cereals. The costs of pro- 
duction, due to various causes, are much greater than 
those in overseas countries, so that when Hungarian 
produce competes in the world markets it is at a great 
disadvantage. Whilst a taxation policy may help the 
crisis, the writer of the article concludes by saying that: 

p* 
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“Tt is only from the restoration of the balance between 
world production and demand that a real recovery can 
be expected.” 

The DEUTSCHE BANK UND DISCONTO-GESELLSCHAFT 
review for June contains an article on general conditions 
in Germany. The figures of all the staple industries show 
declines, and the unemployment figures show increases, 
especially in the building trade—41 per cent. as against 
only 115 per cent. in May 1929. However, Germany 
has been helped during the world-wide depression by 
the fact that the fall in food prices and the fall in value 
in raw materials imported has been much greater than 
the fall in the Prices obtained for German exports. The 
writer adds, “A question of extreme importance is, 
what effects the depression in foreign countries as mar- 
kets for our industrial products will have on our exports.” 

The foreign trade figures for May show an increase 
on those for April. Germany, at any rate for the moment, 
is holding her own, and the necessity of having a large 
surplus of exports over imports is of great importance 
so far as her reparation liability is concerned. The 
author rightly deprecates artificial stimulants to a revival 
of trade, but rather advocates greater efforts towards 
lowering prices of agricultural and raw material pro- 
ducts, so that they in their turn may influence the price 
of finished goods. 


Books 


In this column the Editor of THE BANKER will call attention to books 
which have a special interest for bankers. 





DICTIONARY OF BANKING. By W. THomson. (Pitman 
and Sons, Ltd., 30s.) 

Tuis is the seventh edition of an authoritative work. 
It is impossible to review such a book in small compass, 
but in so far as the practice and problems of daily banking 
can be restricted to dictionary form, Mr. Thomson’s 
attempt may be judged to be very successful. The real 
advantage of such a volume as this is that reference 
to all but obscure and academic points may be made 
without the necessity of resort to numerous separate 
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works. This is notably assisted by the wise use of cross 
references. The book consists of more than 700 pages of 
closely-printed double-column matter, and so the price 
of 30s. is a moderate one. 


BANKING AND EXCHANGE. By S. E. THomas. (Gregg 
Publishing Co., 11s. 6d.) 


IN the preface the author writes: “In preparing this 
book I have had before me the needs of those who, being 
neither bankers nor exchange dealers, must, nevertheless, 
find a general knowledge of the principles of banking 
and exchange of inestimable value in their daily work.” 
This statement gives the clue to, and an explanation of, 
the book. It is a volume of some 500 pages, and yet it is 
obvious that the long road to be travelled might well need 
even more. Some of the space might have been saved if 
the writer had refrained from travelling along by-roads 
such as was necessitated by a treatment of the subjects 
of Trade Cycles and Financial Crises, From Barter to 
Money, and the polemical subject of the Banks and the 
Finance of Industry. Mr. Thomas’ task has clearly not 
been a thankful one. It has been imposed by the necessity 
of meeting examination regulations, and it has led to 
the production of a work which is not adequate in respect 
of the diverse subjects involved. It is a pity that in these 
circumstances Mr. Thomas has not provided a biblio- 
graphy, nor, in default of this, numerous references to 
suitable authorities. 


THE FUNCTIONS AND OPERATIONS OF CENTRAL BANKS. By 
M. H. DE Kocx. (Walker Bros. (London), 5s.) 


Mr. DE Kock has written five other books concerning 
the history and financial position of South Africa. This 
book is written not only as an outline and survey of 
central banking functions, but with special reference to 
the South African Reserve Bank. As this is a project 
about which enlightenment and discerning criticism are 
abundantly needed, Mr. de Kock’s attempt to meet this 
aim is welcome. He has written very concisely and 
clearly, and on the whole he has produced a useful and 
able book ; but it is curious that some well-informed and 
capable writers find difficulty in exactly defining the 
English Bank rate. (Vide p. 32, footnote.) 


ptt 
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How THE STOCK MARKET REALLY WoRKS. By W. COLLIN 
Brooks. (Pitman and Sons, Ltd., 5s.) 


It is to be feared that not all investors take the trouble 
to inform themselves well enough on the subject of the 
mysteries of stock exchange investment—certainly 
the average investor is too lax in acquiring a knowledge 
about a vehicle to which he readily trusts his spare 
resources. If it be granted that no investor can know too 
much about the uncountable pitfalls which exist to bar 
the way to successful investment, it follows that he ought 
to take some trouble to read one or more of the many 
books dealing with the Stock Exchange. Some of these 
many are obviously useful; Mr. Brooks’ volume is 
certainly among these. But more, it is outstandingly 
valuable because the writer has been able successfully 
and consistently to bear in mind the most important 
requirements of the ordinary investor. He has not 
attempted to write for the technician, nor for the theorist, 
but merely for the person who wishes to take reasonable 
care of hardly-won capital. The book is not a pedantic, 
nor a learned work, but it bristles with thought and 
succinct explanation. Added to these qualities, it is 
interestingly written, and very moderately priced. 


Tue Assienats. By S. E. Harries. (Harvard University 
Press, 15s.) 

Tuts American volume was awarded the David Wells 
Prize for 1926-27. It deals with the monetary condi- 
tions at the outbreak of the French Revolution, the origin 
of the issue of the assignats, argues the case for their use 
against the device of taxation, relates them to land as a 
security, and shows how resort to them was the outcome 
of the relative failure of other sources of revenue during 
a period of abnormal stress. A closely-reasoned attempt 
is made also to measure the extent of the depreciation 
resulting, how far a special depreciation resulted from 
their use, and the total effects of the disturbance to 
economic equilibrium. Mr. Harries has profited by earlier 
accounts, but has made exhaustive use of many new 
sources and, in particular, French documents. The study, 
taken as a whole, constitutes a well-balanced survey of 
an important lesson in currency history. 
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KEANE’S MANUAL OF INVESTMENT TRUSTS FOR 1930. 
(Financial Publishing Co., Boston.) 


Tuis is the third annual number of a gigantic work. 
It deals with and gives complete data in respect of 627 
American investment trusts. This ranges from an 
epitomized history of each concern, together with pro- 
gress data, up to the latest statements of condition and 
lists of security holdings. All this is carefully and 
exceedingly effectively printed. The thoroughness of the 
work is illustrated by the detailed attention given to 
companies now defunct. 

Besides this data there are records of directors and 
officers, a 294-page section devoted to a listing of 
securities held, and a record of all public issues since 1924. 
There is also a list of English investment trusts, in which 
are included the major items of importance concerning 
them. The whole volume is a mine of information on 
all matters concerning investment trust organization, 
statistics, and general position. 


IN DEFENCE OF CAPITALISM. By A. WEBER. (G. Allen 
and Unwin, 4s. 6d.) 


Tuts little book of no more than 128 pages contains 
a series of lectures given to the Innsbruch branch of the 
German Academy and the Bavarian People’s Party. It 
is a worthy, careful, and suggestive treatment, not 
generally suffering because of undue compression. It is 
very illustrative and useful, because it stresses important 
modern aspects of the problem—thus the example of 
Russia is discussed with knowledge, and if without 
ambiguity, at least with an attempt at impartial estimate. 
Two chapters in particular call for attention, one dealing 
with the limits of democracy and the other dealing with 
the possible synthesis of capitalism and Socialism. Anda 
couple of sentences taken from the conclusion may well 
be quoted now: “Economic progress can be achieved 
only if the struggle against poverty is transferred from the 
sphere of political phrases into the atmosphere of sober 
reality which promises success. To this end private enter- 
prise and its daring and pioneer leader—the business man 
—are essential ” (p. 123). 
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~~AMERICA CONQUERS Britain. By L. Denny. (A. A. 


Knopf, 12s. 6d.) 


THE title of this book is arresting and provocative to 
an Englishman ; its matter and style are no less certainly 
so. It is capably written, it contains a mass of basic facts, 
clever but not unjustifiable argument, and is very up-to- 
date in outlook. It is, as its title suggests, intensely 
nationalist in statement, but it would be difficult to sus- 
tain the charge of bias—as the following statement, 
selected from many such, testifies: “ But the majority of 
American business men, from habit and the desire for 
easy profits, are still unable to see how completely 
America’s economic position has changed and how disas- 
trous a high tariff wall must be to us in the long run” 
(p. 70). Exception, however, must be taken to such 
question-begging statements as the following: “London is 
thus harnessed to Wall Street, instead of having Wall 
Street and the rest of the world dragging at her heels, as in 
pre-war days” (p. 171). “ Other things being equal, our 
Government will continue to do what Britain and the 
Allies have done in the case of Germany, get as large an 
amount as possible and expedient” (p. 175). “The 
majority of the Empire millions, such as those of Africa 
and India, are poor and kept poor by the British system 
of exploitation” (p. 102). “ The London money rate, and 
thus British production and employment, is chained to 
Wall Street” (p. 178). Yet in spite of its faults a reading 
of this book will provide a hurtful, but inevitable stimulus 
to any tendency to nonchalance which foreign observers 
may believe to exist. 


STOCK EXCHANGES TEN-YEAR PERIOD. By F. C. MATHIE- 
SON AND Sons. (Trade supplied by Effingham 
Wilson.) 


Messrs. MATHIESON’S is a worthy record of Stock 
Exchange prices and dividends for the past ten years, 
and also of capitalizations in 1920 and 1930. It is con- 
veniently arranged and printed in clear type. The parti- 
cular purpose in view is entirely attained. 
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Bank Meeting 


STANDARD BANK OF SOUTH AFRICA, LIMITED 


LORD SELBORNE’S STATEMENT. 


2 hundred and seventeenth ordinary 
meeting of the Standard Bank of South 

Africa, Ltd., was held on July 23, at the 
Cannon Street Hotel, E.C. 

The Right Hon. the Earl of Selborne, K.G., 
who presided, said : 

The balance sheet submitted, he thought 

shareholders would agree, disclosed a very 
satisfactory position. In view of the diffi- 
culties through which South Africa was 
passing, it was only to be expected that 
their deposits, in common with those of 
other banks, should reflect a shrinkage. 
Advances and bills discounted showed a 
similar contraction, but, while the figures 
summarized the bank’s position as a whole, 
the advances in Africa actually showed an 
expansion for the period under review. 
_ The net profits amounted to £652,478, the 
increase of {£31,012 being due in some 
measure to the use of fresh capital for the 
full twelve months. An interim dividend 
of 7s. per share had been paid, and after 
appropriating {100,000 to writing down 
bank premises account, the directors recom- 
mended the addition of £125,000 to the pen- 
sion fund and the payment of a final dividend 
of 7s. per share, together with a bonus of 3s. 
per share, leaving {£125,002 to be carried 
forward. 





At present business was generally quiet, 
and, though the financial position was im- 
proved by the Government loan raised in 
London early this year, and might improve 
further as a result of the lower money rates 
now ruling in Europe, business was not 
expected to recover until the marketing of the 
maize crop, which, even at present prices, 
should be worth over £10,006,o00. Further 
prospects depended largely on the course of 
prices for farm produce. It was a satisfaction 
to be able to chronicle the fact that during 
recent years, South Africa had not been 
affected to so great an extent, as most other 
countries; in fact, it was a wonderful testi- 
mony to the resources of South Africa and to 
the qualities of its people that, while so many 
parts of the world had been in a state of 
grievous depression of trade, farming and 
other industries in South Africa had until 
this year been decidedly prosperous. This 
was distinctly the impression that he received 
from a tour which he had the privilege of 
making on behalf of the bank last winter. 
After referring in some detail to his visit, the 
Chairman, in conclusion, said that the Stan- 
dard Bank held a position of honour and pres- 
tige in South Africa of which they might be 
justly proud. (Applause.) 

The report was unanimously adopted. 
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TableI GOLD HOLDINGS OF CENT 


(IN MILLIONS oF §£) 
| GERMAN 








2 — 
ENGLAND| v8.4. | FRANCE | weLoruM | NETHER |pENMARK| NORWAY | SWEDEN | 





1927 
JANUARY 
APRIL .. 
JULY ie 
OCTOBER. . 


1928 
JANUARY 
APRIL .. 
JULY es 
OCTOBER. . 


1929 
JANUARY 
APRIL 
JULY oe 
AUGUST .. 
SEPTEMBER 
OCTOBER. . 
NOVEMBER 
DECEMBER 


1980 
JANUARY 
FEBRUARY 
MARCH 
APRIL 
May 
JUNE .. | ° ° 352-8 
JULY... | : 16:1 | 355°6 | +3 8-2 

1 The figures are taken from the first returns of the month, except those for 
® Excluding a small amount held in the Banking Department. 
3 Gold and silver holdings. 
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CLEARING BANKS BANK OF ENGLAND 


| r | Other Deposits Government ‘ ‘ 
\ : Notes in 

——- Bankers’ —— Circulation 
lances 
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1930 
JANUARY 
FEBRUARY 
MARCH... 
APRIL... 
May oe ° 
JUNE... : 189-6 

1 Average weekly balances, nine banks. * Average of four or wee! The figures prior to 
amalgamation of note issues (Nov. 22, 1928) are not comparable with thes, eceeding. (See “ A Banker's 
— Oh 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and currency note 
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i mark, Argentina and Japan, which represent the gold holdings at the end of the month. 
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Table V FORE 





Dall 





— 
NEW YORK/MONTREAL) PARIS BRUSSELS | MILAN ZURICH MADRID |} 
Stok $to£L Fr. to £ Belga to £ Lire to 2 Fr. to£ P’tas tod 





1 3 
PAR OF EXCHANGE.. .. ¢ 84 Pag | maga 35°00 92-40 a5°2215 25*2ats 





1927 

ANUARY oe oe - *85 122-59 34-897 
— ich ‘ oe ‘ ° 123-98 34-932 
JULY .. os - *85 . 123-99 34-924 
OCTOBER . as *87 ‘ 124-03 34-960 


1928 
JANUARY ws aa j ° 124-00 34-963 
APRIL .. ee ee 5 . 124-01 34-953 
JULY .. oe ee . . 124-18 34-979 
OCTOBER es ee , *85 124-14 34-895 


1929 
124-08 


124-21 
123-99 
123-88 
123-89 
123-87 
123-89 
123-86 
123-92 


JANUARY 
APRIL 
JUNE .. 
JULY 
AUGUST 
SEPTEMBER 
OcTOBER 
NOVEMBER 
DECEMBER 





PPP Ph he ee 
theatre 


1930 
JANUARY P + ‘ 123-91 


FEBRUARY ° . 124-20 
. : 124-26 


124-11 
123-90 
123-81 
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Market Market Market 
Amount Discou Call Money | Bank Rate Discount Bank Rate Discount Bank Rate Discount 
plied for } Rate Rate Rate Rate 
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easury Bilis, are averages of daily rates. 


XCHANGES Table V—cont. 


VERAGES 


ty 
MADRID |) |aMSTERDAM| BERLIN WARSAW |STOCKHOLM| BOMBAY KOBE | ;RtO DE | BUENOS 


P’tastol ANEIRO AIRES 
. Fl.to£ Rmk. toZ | Kronento£| Zloty to£ Kr. to & d. per Rupee | d. per Yen. d. per a. < 
a | Milreis. Gold Peso. 





li 12107 20°43 66°25 43°38 18°59 34°58 
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Table VI BRITISH TRADiyp 
COAL PIG-IRON (1) STEEL (1) | 4 
Exports 9 | ‘ 
ber of 
Production | (including Fumaces in | Production | Production 
| 
ili Milli at end of f | 
fone | Hone | “mouth | Trees] ree B|? 
1927 
JANUARY 6 4°3 
APRIL *2 4-3 
JULY “9 4-4 
OCTOBER ‘8 4°5 
1928 
JANUARY 5 4°3 | 
APRIL 2 4-0 | 
JULY “1 4°5 } 
OCTOBER 1 5-1 
1929 
JANUARY “4 4:9 | 
APRIL “9 5-0 | 
JUNE “9 5-2 
JULY ‘1 6°3 
AUGUST 5 5-3 
SEPTEMBER “9 5-6 
OCTOBER .. ‘0 6-2 
NOVEMBER .. 3 5°8 
DECEMBER .. +4 5°3 
1930 
JANUARY .. 5:9 
FEBRUARY .. 5:0 
MARCH ee 5-0 
APRIL ee 4-6 
May on 5-3 692 
: =. & whee L 
(1) Returns issued )ffhe Nat 
_ Table VI _ BRITISH TRADE = D INDUSTRY—cont. = 
OVERSEAS TRADE BANK cL BEARINGS. UNEMPLOYMENT , 
ra 7 a | Indexot 
| 2] Percent- | Numbers | Produce. 
| Imports | Exports | Re-exports| London | Provincial Total = ott | age of on Live | tion 
| \“*Country”’ | Total insured | Register | (Quarterly) 
| | | persons | 
£ £ £ £ | £ £ | £ | unem. | | 1024 = 100 
millions millions | millione | millions | millions } millions | millions | ployed | } 
1927 
JANUARY 113-6 “9 10-0 5-6 12-0 Ja 
APRIL .. 100-6 8 10°2 5°5 9-4 108°1 ‘AP 
JULY ee 93-4 *7 9-9 5-6 9-2 105°9 Iu 
OCTOBER 105-0 “4 10°1 6-0 9°5 0v 
1928 
JANUARY “7 +3 10°3 5-8 10-7 Ja 
APRIL ‘3 0 | 10-5 6-0 9-5 7 
JULY... y “5 | 10-2 5-5 11°6 iu 
OCTOBER 3 9 | 10-2 | Ed 11-8 Oc 
1929 
JANUARY “9 9°8 10°4 5-5 12°3 Ja 
APRIL .. | 2 10°4 10°5 5-3 19-0 9-9 AP 
JUNE “9 9°6 9°8 5-1 18-2 9-8 Jv 
JULY *5 8-0 10°3 5-4 19°0 9-9 Jv 
AUGUST .. ‘0 9-0 9-4 4-7 17°3 10-1 AU 
SEPTEMBER “1 6-7 9-3 4°8 17+2 10-0 SE 
OCTOBER... | 6 9-1 10-3 5-1 18-9 10°4 0c 
NOVEMBER | “1 8-2 | 10-1 5-1 18-9 | 11-0 nN 
DECEMBER | “4 7°9 | 10-4 53 19-6 | 11-1 DI 
| 58-3 8-2 10-4 5-0 19°65 12-6 Ja 
51-9 8-6 9°8 51 14°9 | 19.4 | 1871 FE 
53-9 7:7 9-8 5-0 14-8 | 19°8 14-0 M: 
46-9 7-8 | 10-4 4°7 15*1 | 20-3 | 146 AP 
51-0 9-1 | 9-8 4°3 14-1 | 19-2 15-3 Ms 
42-38 | 7:9 = 9-2 4-2 13-4 | 18-5 | 15°8 Ju 
1 Daily averages. 2 “ Coun * clearings at London Clearing House. # T 
“Country” and Provincial) adjust a comparative purposes, by, application ff Board of col 


number of wholesale prices (1924 = 100). 
of the London and Cambridge Economic Service. 


‘ pene of four or five weekly returns, 5 Reprinted by 
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PEEL (1) | ETHAN | MACHINERY COTTON WOOL 
Exports of Exports of | Exports of Exports of pai of 
oduction Imports Exports Imports Exports | arns | Piece Goods | ‘ops Wooland | Wooland 
| j j | | Worsted | Worsted 
} } | _Yarns Tissues 
atande ot | Thousands | Thousands | £ } £ Millions of | Millions of | Millions Millions Millions of 
Tons } | of Tons of Tons thousands | thousands | Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
731 655 219 1,308 3,995 15:9 322-3 } 3:0 3-4 15-9 
850 405 335 1,454 | 3.598 17°3 316°9 | 3°3 3°8 9-5 
687 336 390 1,402 3,736 14-0 335-2 3-1 4:4 16-0 
699 336 385 1,244 4,503 15°3 312-1 4:0 5°1 | 13°1 
626 284 332 1,345 4,805 14°9 337-4 2-8 | 4-0 16°9 
644 | | 953 344 1,464 4.143 13°8 314°8 2-9 3:7 10°0 
7 | 219 333 1,461 4,567 11°4 333-6 2°6 | 4-2 18-0 
756 261 377 1,488 4,402 15°1 334-0 2°5 | 4°5 | 12°7 
| | } 
765 244 421 1,627 5.078 16-9 379°3 3-1 | 3-6 18-6 
809 262 340 1,574 4.151 13-1 349-4 } 2-4 3-0 9°5 
831 234 307 1,695 3.794 12-3 223-9 2-1 3-4 | 10-2 
805 | 237 376 1,687 5,066 15-0 355-4 2°S 5-1 17°5 
753 255 358 1,728 4,421 15°3 321-3 2°83 | 4°9 17°1 
848 ‘ 229 299 1,460 3,768 10-2 237-5 2°8 | 3°7 11°3 
890 248 390 1,724 4.803 13°5 265-8 3°3 } 4°5 | ll-1 
815 250 383 1,531 5,079 12°5 284-0 2-9 4-1 10-8 
661 256 332 1,629 4,408 14°5 273-6 | 2-0 | 3-4 11-4 
771 310 352 1,514 4,456 13-2 313-2 2-7 3°7 14-1 
776 259 294 1,520 4,274 12-2 299-5 1:9 3:0 13-0 
826 280 338 1,712 4224 12-7 281-3 2°5 3-0 | 9-8 
696 234 268 1,698 3,861 11°5 217-0 2-4 3-0 } 7°0 
692 234 295 1,853 4,471 12-4 218-1 1+9 2°5 } 7-9 
600 215 251 1,476 3,652 10-7 158-7 2:2 2°4 6-6 
rns issued hfe National Federation of Iron and Steel Manufacturers, 
. Table Vit ‘COMMODI rY PE SICES 
UNITED KINGDOM U.S.A. GERMANY FRANCE ITALY 
i pres ~ ) Coster | _ Taney 
{nine Wholesale 1 | Wholesale | Wholesale | Living Wholesale} Costof | Wholesale} Cost of 
tion jt, wi, (Depart. Statis- | (Statis- ——_ Living | | Living 
Quarterly) | Living ment of tisches | tisches tigue | — | 
. Board of | “*Econ- | (Ministry | Labor) — Reichs- | Générale) | send 
924 = 100 Trade omist” of Labour) | amt) ~ “ad | 
July 1913/14 (Jan.-July) 
1913= 100) 1913 = 100 | 1914 = 100 | 1918 = 100 1913= 100) = 100 | 1913= 100 ina = y s00 1913 = 100; 1914 = 100 
110°8 1927 
108*1 JANUARY .. 143-6 143-1 172 138-4 135-9 | 144-6 | 621°8 524 | 
105°9 APRIL - 139-3 142°8 164 134-3 134°8 146-4 636°3 625 | 
107°4 JULY 141-1 144-1 164 134-8 137-6 | 150-0 | 620°5 507 | 
OUTOBER 141°4 142°5 169 139-0 139°8 | 150°2 | 587-0 498 | 
| 
105°7 1928 
103°7 JANUARY 141-1 | 141°5 166 138-0 138-7 | 150-8 | 606-7 507 | 134°3 145 
05+4 APRIL 142-9 | 145-7 164 139-5 139°5 150-7 | 623-8 519 134-7 145 
105*2 JULY 141-1 141°9 165 140°8 141°6 | 152-6 | 623-8 519 | 132-6 143 
™ OCTOBER 137-9 | 136°9 167 140-1 140-1 | 152-1 | 617-0 531 | 133°5 144 
108-3 1929 | 
JANUARY 138-3 | 136-1 165 139-3 138-9 | 153-1 | 630-6 547 134-7 148 
> 11160 APRIL 138-8 | 135-0 161 138-7 137-1 | 153-6 | 626-7 |). 556 133-8 150 
) JUNE 135-6 131-7 161 138°1 135-1 | 153-4 | 610-0 (J 130°3 149 
108-2 JULY 137°4 | 134-6 163 140-4 137-8 | 154-4 | 613-0 | 129-5 | 148 
AUGUST ‘ 135-9 134°5 164 140-0 138-1 154-0 | 596°4 555 128°6 | 146 
SEPTEMBER. . 135°8 131-9 165 139°7 138-1 | 153-6 | 597°3 128-1 | 147 
114-8 OCTOBER . 136-1 129-6 167 138-0 137-2 | 153-5 | 589°5 | 127-6 149 
NOVEMBER .. 134-0 | 126-9 167 135-2 135-5 | 153-0 | 583-7 565 126-0 | 149 
DECEMBER .. 132-5 | 126-9 166 135-0 134°3 | 152-6 | 575-8 | 124°6 150 
1930 | | 
109°6 JANUARY .. 131-0 | 123-7 164 133-8 182-3 | 151-6 | 564-0 123-0 150 
FEBRUARY - - 127-8 121-0 161 131°9 129-3 150°3 | 564-0 565 | 120°7 | 148 
MARCH 124°5 119°4 157 130°1 126°4 | 148°7 | 553-3 | 118-5 | 147 
100°9 APRIL oo 123-7 117°2 155 129-9 126-7 | 147°4 | 548-4 \ 116-6 | 146 
May... al 122-0 | 115-8 154 127-7 125°7 | 146-7 | 541-5 572 | 114-1 | 144 
— JUNE 120°7 113-2 155 124°5 147°6 | 532-7 |J 112-0 145 
@ index 1 The indices, which are for the 1st of the month, are entered for the previous month to facilitate 
courtesy comparison, 





8 Gold index. as 
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Some Recent National Provincial 
Branches 


By Professor C. H. Reilly 
W HEN touring about England I have often noticed 


in the country towns and villages I have passed 

through that it is the National Provincial banks 
which stand out as objects of definite architectural interest 
and character, and that without damage to their sur- 
roundings. Indeed, in most cases they enhance them. 
Care appears always to be taken that the structure is of 
local materials and the character of the expression in 
harmony with the prevailing mode. The buildings may 
occasionally be larger than their neighbours, but there is 
no outrageous jump in scale, either in the whole or in 
the parts. Great credit for this happy state of affairs is 
obviously due to some person or group of persons, and in 
the case of this particular bank it is not difficult to dis- 
cover to whom the praise should be given. All the great 
banks have a number of modern branches of which 
similar things might be said, but they have too, as one 
becomes painfully aware, an equal number of very bad 
and equally modern ones. The question resolves itself, 
therefore, into finding out in what way the selection of 
the architect differs in the National Provincial Bank 
from the rest. It differs in this, that for their provincial 
branches this bank always employs the same architects 
—indeed, they are officials of the bank—while in the case 
of the other banks a variety of architects are employed. 
Some, like the Midland, give a large number of branches 
in one area to one well-tried firm like Messrs. Whinney 
Son and Austen Hall, with excellent results in recent 
years, and in a different area to another. In that way, 
too, a certain consistency of standard is achieved, and, 
if the firm is equal to such liberal patronage in addition 
to its ordinary work, all is well. The danger, I imagine, 
is that such a firm may look on its bank designing as its 
bread-and-butter work, and give the more serious atten- 
tion of its real designers to its other work, though what 
can make a more charming commission in these days 
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than a bank in a good country town it is difficult to say. 
Other banks, like Lloyds, are wider in their choice of 
architects. It will be remembered how this bank has very 
nobly given a commission each year to a returned Rome 
Scholar in architecture, and with what excellent results. 
The ideal thing would appear to be to choose only the 
best architects, young or old, and to give them just that 
amount which will stimulate their best endeavours, and 
no more. As no bank directorate or committee of 
directors, however, is likely to follow the work of the vast 
number of present-day architects sufficiently closely 
always to select the best architects (artists, that is to say, 
who are practical men at their art), it is strange that 
beyond the ordinary premises department, no bank 
directors have yet, as far as I know, appointed a con- 
sultant to nominate architects to them. This is how the 
iberbiirvgermeister of Vienna told me that that extraordi- 
nary range of good blocks of flats and other great muni- 
cipal buildings had come about there since the war. He 
himself, he said, had no real knowledge of the capacities 
of the Viennese architects, so he employed a man of taste, 
not in actual practice, to suggest to him a panel of 
architects from which to make his choice. 

All thif, however important, is departing not a little 
from the National Provincial banks and reasons for their 
general excellence. To come shortly to the point, it is 
that this bank has, in the position of its own salaried 
architects, who do its work and do nothing else, two first- 
class men, Mr. F. C. R. Palmer, F.R.I.B.A., the architect 
to the bank, and Mr. W. F. C. Holden, F.R.I.B.A., the 
assistant architect. The danger one would think of such 
an exclusive appointment would be a standardization 
alone of detail and design. Nothing of the kind, however, 
has happened. As far as one can judge these men, who 
design nothing but banks, still remain fresh and young, 
whatever their age may be, and, as will be seen from 
the illustrations, their imagination so far has not staled. 
Let us look noweat some of their recent work. 

One of the most charming buildings in the beautiful 
town of Shrewsbury, which has been illustrated more 
than once in the new type of architectural book for the 
general publicity, which bravely shows both good and 
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bad side by side, is the National Provincial bank there. 
It will be seen from the photograph that it is a thoroughly 
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Architects [F. C. R. Palmer and W. F.C. Holden 
BRANCH AT SHREWSBURY, NATIONAL PROVINCIAL BANK, LIMITED 


English building in small bricks, with stone dressings in 
w hat I may call the Wren-Lutyens manner. The building 
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reminds me slightly of Sir Edwin Lutyens’ charming 
offices for Country Life, but it has really a different com- 
position, with a greater sense of climax, as its position 
demands. It seems, too, to me to have just that air of a 
country town assembly hall or semi-public building which 
a bank can rightly assume. I should like to know how 
the building is planned to obtain so fine a first-floor 


(F.C. R. Palmer and W. F.C. Holden 
BRANCH AT WELLINGTON, SHROPSHIRE, 
NATIONAL PROVINCIAL BANK, LIMITED 
storey. Usually the banking premises on the ground floor 
have to be the taller, which makes it impossible to achieve 
this Palladian proportion. The detail is all very charming 
early Georgian, in character with the town, and the name, 
needless to say, is put up in excellent lettering and in a 
position which does no harm to the facade. 


Architects 
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The Wellington branch is totally different. I imagine 
this bank stands facing some green or open space, and if 
so the composition, which suggests some pavilion to a 
great house in a park, is very appropriate. Whatever the 
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Architects [F. C. R. Palmer and W. F.C. Holden 
BRANCH AT WARWICK, NATIONAL PROVINCIAL BANK, LIMITED 


reason for it, it is a fine thing, strong and masculine, 
without being vulgar. Again, small bricks have been 
used, so that the texture of the brickwork is true without 
being too hard and can, therefore, consort well with the 
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broad stone faces of the columns. It is to be noticed, too, 
how well the scale of the columns is maintained in the 
main brick wall by the depth of the jambs (returns) to 
the big windows. The brick wall is obviously strong 
enough to partner these massive columns. On the other 
hand, the wing walls, with their urns, in spite of their 
subsidiary position, seem to me a little too thin. 

The Warwick branch is a much smaller bank, where 
elaborate columns and cornices would be out of place, 


Architects) (F. C. R. Palmer and W. F. C. Holden 
BRANCH AT LETCHWORTH, NATIONAL PROVINCIAL BANK, LIMITED 


yet the architects, chiefly by the division of their building 
by the string courses, have very cleverly suggested the 
relationship of the structure to greater buildings rather 
than to less. Hardly more than a cottage in size, one feels 
this building without any pretentiousness is yet a semi- 
public one. It must look very well, dignified and sub- 
stantial on its corner site. 

The Letchworth branch is another Georgian structure 
not quite so aristocratic in feeling as the Shrewsbury one, 
or even the little Warwick one, yet clearly in the Georgian 
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tradition. In this new experimental town one would 
have thought that the architects would have jumped at 
the chance of designing a more modernist structure. 
Perhaps that is not permitted to them. The building at 
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Architects} [F. C. R. Palmer and W. F. C. Holden 
BRANCH AT MILL HILL, NATIONAL PROVINCIAL BANK, LIMITED 


any rate looks countrified and yet elegant. One is a little 
surprised at the range of big windows to the banking hall, 
reaching nearly to the ground, which suggests the quick 
ingress and egress of fire engines rather than the safe 
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keeping of securities. It is, however, a pleasant, inviting 
structure, well composed and detailed. Ifsuch big ground- 
floor windows suit the bank on grounds of security, no 
one else need object. 

Mill Hill is a delightful suburban branch, with 
excellent brick texture and refined and elegant detail. 
The flat upstanding facade seems exactly right for a street 
front in such a position. One has only to look at the 
detail of the shops on either side, which just appear in 


Architects) (F.C. R. Palmer and W. F. C. Holden 


BRANCH AT TUNBRIDGE WELLS, 
NATIONAL PROVINCIAL B: PNK, LIMITED 


the photograph, to see how a w ell-designed building like 
this scores by contrast with its neighbours. Here very 
obviously the bank is a gentleman among a lot of 
huckstering nonentities. 

The Tunbridge Wells branch is a strong block in 
silver-grey bricks and Portland stone. It closes the vista 
from the Pantiles, and this is the reason probably why 
it has been given so decided a shape. The squareness, 
however, at the top does not seem to bear any very close 











ete. 














SOME BANKS OF THE MONTH 219 





relation to the finely-detailed and curved windows, arches 
and columns which make up the excellent ground storey. 


i thd ha — 


Architects} [F. C. R. Palmer and W, F. C. Holden 


DOORWAY, CHICHESTER BRANCH, NATIONAL PROVINCIAL BANK, 
LIMITED 


One sympathizes very much with the idea of striking the 
right staccato note at an important climax in the town. 
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My only complaint here is that this note finds no echo 
in the dulcet tones of the bank windows. However, here 
is a very interesting experiment carried out by very 
experienced people, and obviously with set purpose. 
Finally, as an example of the quality of the detail 
put into these buildings by these official salaried archi- 
tects, let us look at this photograph of the door and 
adjacent windows of the branch at Chichester. This work 
may be based on Wren and be steeped in English tradi- 
tion, but to design and execute detail like this in these 
days means knowledge, thought and care of no mean 
order. It means the thought and care which only men 
who love their work would put into it. The result is as 
good as that of our best independent domestic architects 
working for private clients. Here it is done for a public 
institution by artists working for a salary. To be candid, 
such work seems to me to knock the bottom out of the 
argument against official architecture. With the right 
official obviously not only is all well but of the best. 





Lloyds Bank New Headquarters 


LLoypDs BANK new head office, which was described in 
detail by Professor C. H. Reilly in THE BANKER of 
April 1929, and July 1930, is to open for business on Tues- 
day, August 5. Meanwhile, on July 23, the chairman and 
directors held a reception, at which the new building was 
open for inspection. There is no need to add anything 
to Professor Reilly’s description, except to say that a visit 
confirmed every word of praise that he uttered. From 
the standpoint of a practical banker rather than that of 
an architect, it may be said at once that Lloyds Bank 
are to be congratulated not only on having reached the 
end of the difficult transitional period that headquarter 
rebuilding operations always involve, but on entering 
into possession of a new building well calculated to pro- 
mote the convenience of their customers and staff, and 
to add to the efficiency of the important administrative 
departments that it is to house. All will wish them 
success in their new surroundings, and will confidently 
believe that this great bank has entered upon a new era 
of prosperity. 








